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PROBLEMS OF 1979 ECONOMY OUTLINED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 p 7-8 
[Article by Dr Warin Wonghanchao: “A Look at the 1979 Economy") 


[Text] Having looked at the figures, we see that this year's 

economy is very poor and disturbing. In production, the 
real-value rate of growth of the GDP fell from 8.7 percent 
per year last year to only 7 percent this year and the rate 
of inflation as measured by the Consumer Price Index rose 
from last year to 13.1 percent. Concerning inflation this 
year, even the government's commercial bank, the Thai City 
Bank, eStimates that inflation will certainly not be below 
20 percent. Actually, concerning this year's rate of 
inflation, if someone says that it will go above 25 percent, 
there is probably no one who can dispute this with good 
arguments. 


From what we understand, the rise in prices is a result of 
the rise in oil prices. However, the Bank of Thailand has 
estimated that increased oil prices this year will move the 
Consumer Price Index up by only 4.68 percent and have an 
impact on production, as measured by the Sales Price Index, 
of only 5.13 percent. If this is true, the rampant inflation 
that has occurred this year should have other important 
causes. These other causes can by anything but the increase 
in the minimum wage is probably not one of them, because, 
based on data of the Bank of Thailand, in the same set of 
data we find that the increase in the minimum wage pushed 
the Sales Price Index up only 0.63 percent and pushed the 
Consumer Price Index up only 0.8 percent. In this, the 
increase in the Consumer Price Index in the different 
regions was as follows: In Bangkok it rose 0.78 percent; 

in the Central Region it rose 0.83 percent; in the Northeast 
it rose 0.84 percent; in the North it rose 0.80 percent; 

and in the South it rose 0.83 percent. 


Is it possible that this unreasonable increase in prices 
is due to the lack of efficiency of the economic system? Is 
it possible that those in control of economic monoplies are 
able to conspire to set sales prices at excessively high 


levels? Is it possible that our economic system is beginning 
to lack any discipline? 


Therefore, the problem is how this lack of discipline has 
come about. Normally, there will be discipline when there 
are good rules and when these rules are used in an efficient 
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way. And, the people who use the rules must have a code of 
ethics. Besides this, their use of these rules must arise 
from decisions made on the basis of broad data if things 
are to be done correctly. 


One problem facing the Kriengsak government is this matter 

of discipline. It is worth noting that there is increasing 
feeling among the people that as time passes there is more 
and more corruption in the Kriengsak government. For example, 
there are the doubts about the bids for the Mekong Liquor 
plant, the problems in the telephone organization and the 
problems in the Irrigation Department that various 
representatives have disclosed during votes of no confidence. 
With all this, we do not need to discuss the rumors about 
the purchase of weapons, about the corruption in the refugee 
camps, the well-known "10 percent lacies" and so on. When 
more and more stories are heard, it is natural that economic 
discipline will decline somewhat. Merchants will engage in 
more and more corrupt business practices and government 
officials will be more willing to allow them to engage in 
such practices. There will be no respect for the government 
even though the government is a semidictatorship. 





Anothcr thing worth noting is that sometimes these laws for 
qovernina the country do not give attention to the masses 

and usually cause the people to lose confidence. For 

example, there is the case of the 5 billion [baht] given to 
help the securities market. If the securities market continues 
to operate as usual without any improvement this will be like 
cqambling with the use of people's taxes. There should be 
tighter regulations than now. 


Speaking about these economic regulations, there must be a 
basis for making comprehensive decisions if things are to be 
in line with the needs of the people. It is worth noting 
that in the second Kriengsak government, this basis has 
shrunk greatly since the first Kriengsak government. In 
appointing members to the senate, the stress was on military 
men, Labor representatives from organizations of the previous 
parliament were eliminated and this showed a break with the 
power base. The second Kriengsak government thus abandoned 
the ideas of the first Kriengsak government when it said 
that we must have all sides join together, help each other 
and work together. We have a House of Representatives that 
was elected by the people and this shows that the basis for 
political decisions in the second Kriengsak government is 
broader than that in the first Kriengsak government. But 

who can say that Kriengsak gives any attention to these 











representatives. The only thing that has happened is that 
Kriengsak himself once left a conference held by the 
representatives. Another thing that can be seen clearly is 
that while at first there were talented people in the 
liberal parties who fully supported Kriengsak and who played 
a major role in the first Kriengqsak government, in the 
second Kriengsak government they have clearly played a much 
smaller role and Kriengsak has centralized [his power] by 
becoming the Minister of Finance and the Minister of 
Agriculture and Cnoperatives in the second Kriengsak 
government. We heve seen economic decisions made without 
discussion, the matter of raising the utility rates being a 
good example. Besides this, there are those who say that 
laborers should not become involved in politics when there 
are legal demands for the rights of the laborers. 


The different issues mentioned above are enough to show that 
the Kriengsak government's lack of efficiency concerning 
economics stems largely from the structural and spiritual 
problems of the governing group itself. 


At the beginning of this year, we had the first Kriengsak 
government. Later, this changed to the second Kriengsak 
government, which announced an economic policy on 7 June 1979. 
This economic policy was unclear. Some sections had internal 
condradictions. This was criticized by various newspapers 
not long after the announcement of the Kriengsak government. 
Anyhow, we knew from the beginning that he was going to 
make this the Year of the Farmer. This has been talked about 
Since the first Kriengsak government and to say that his 
government has not done anything is not correct. Because 

at the very least, he has supported the price of rice and 
purchases have been made. But there have been leaks and some 
people would probably like the government to pour in more 
money to prop up the price of rice and other crops at even 
higher levels. If we look at this from the standpoint of 
agricultural production, we will see that, with the 
exception of cassavas, the yields of important agricultural 
crops have increased over those of last year. For example, 
the corn yield is up 63.8 percent over that of last year; 
rice is up 19.4 percent; and hemp is up 29.2 percent. We feel 
that this is very good but as for increasing the yields of 
these crops, we can say that the agricultural policy is not 
completely correct. It just happened that last year's rains 
have helped to increase the yields. 


These problems in agriculture are very difficult to solve. 
This is something that everyone agrees on. In order to solve 
these problems, at the very least, in making political 























decisions, resolution must be shown; this will help because 
the poverty of the farmers stems from the pressure of the 
system, which is deeply rooted in the Thai economy. With 

the announcement that this year is the Year of the Farmer, 
it is very important to reduce this pressure and increase 
the farmers’ capacity for struggle. My goodness, the cruelty 
of this Year of the Farmer will have to be written. The 
murder of Mr Chamrat Muangyam, the leader of the farmers, 
and of Mr Wanchat Raktham, an educated sugarcane farmer, is 
a picture that has completely destroyed the spirit of the 
Year of the Farmer. Up to now, there has been no Sign that 
the government will be able to solve this case satisfactonly. 


As mentioned above, we have been fortunate in having cood 
weather, which has helped keep the yield of the acricultural 
crops from fallino during the harvest season this year. But 
in industry, production has not expanded very much. Ina 
Bankgok Bank report, a report concerning the economy during 
the first 6 months of this year, we find the Bank of Thailand 
and the Ministry of Finance mistakenly slowing down the 
expansion of the money supply because of a fear of inflation, 
which increased the cost of funds and greatly harmed 
industry. AS waS mentioned in the beainning, the GDP, in the 
form G. the real-value rate of growth of the GDP 

haS declined to only 7 percent. This situation is very 
troubling because the things that follow are increased 
unemployment and increased poverty. 


The Thai economy in 1979, which has been one of the most 
difficult years that Thailand has experienced, has had 
inflation, tight money in industry, a decline in the 

rate of growth of the GDP and an increase in unemployment. 
Besides this, we still have many other chronic problems such 
aS monopolization of the financial institutions and 
monopolization of the commercial and agricultural industries. 
The value of the goods exported does not match the value of 
the qoods imported. If we look at this value ratio (the 
balance of trade), we see that in 1973 this ratio equaled 
133.62 and then gradually declined. In 1974, 1975 1976 and 
[1977], this ratio equaled 112.46, 100.00, 92.22 and 87.64 
respectively. Things improved somewhat last year, the ratio 
rising to 87.83, and this year things should again improve; 
the ratio will probably not exceed 38.00,however. This is 

a very worrisome matter. Besides this there is still the 
qreat problem of the balance of payments. We have suffered 
deficits since 1975, the deficit that year being 2.854 
billion baht. We have continued to sustain an unfavorable 














balance of payments every year since, the deficit being 

62.8 million, 7.5379 billion and 13.298 billion baht in 
1976, 1977 and 1978 respectively. As for the first 6 months 
of this year, the deficit his already reached 4.1792 billion 
baht. The deficit due to ar unfavorable balance of payments 
this year will certainly no. be less than last year. The 
speculation is that there is a very qood chance that the 
value ©* the baht will fall. 


It is worth repeating that when they encounter such serious 
and worrisome economic problems, generals such as Kriengsak 
hold their heads and accept the fact that they must find 
talented people like Dr Puai to solve these problems. This 
destroys the image of the soldiers being abletodo everything. 
Regardless of whether the person is a soldier, a farmer, a 
financier or the prime minister, I would like to state that 
in order to svive these economic problems, not only must 
academic knowl: ‘ge, experience and statistical data be used 
but the person -..o0 takes responsibility for the economic 
policies must »2 a person who has discipline and morals, 
who is on the sive of the masses and who has self-respect, 
such as Dr Puai does, if he is to be able to solve the 
problems. 
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WRITER LOOKS AI BALANCE OF PAYMENTS PROBLEM 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 9-11 


[Article by Nitaya Pibunratnakit: "The Balance of Payments Problems: What 
Is the Government Doing?"] 


[Text] (This article expresses the private opinions of the writer and 
does not reflect the opinions of the unit where the writer works.) 


In business circles today, a familar problem is the matter of 
tight money. This problem arises from the fact that the banks 
are not extending cridit as before. However, this is not a 
problem for people who seldom have to borrow money from the 
bank. The major problem is that this has turned into inflation 
with the price of goods increasing greatly at present. 
However, if anyone asks the government what the economy is 
like at present, it is probably difficult to find a negative 
answer. It depends on which minister we ask. If we ask 
someone who wants votes, he will probably say that the Thai 
economy is doing very well at present, that goods are not 
expensive (aS compared with the price of goods abroad) and 
that money is not tight because at present the government 

is implementing many differeat measures, including the 
attempt to hasten things so that govemment units prepar> 
their budgets and receive their budgeted money faster. This 
has been done and now money is not tight. 


Looking at the economic problem from these different angles 
is like the case of the “blindman feeling the elephant,” 
meaning thzt a person who sees a certain view from a par- 
ticular angle will view the problem from that angle and not 
look at t/ie other sides. I do not feel that this is very 
safe, especially in the qovernment's case since the 
government is the agent that implements the different 
policies in governing the country and solving the various 
problems, which is correct and fitting only when it correctly 
understands the major problems and the causes of the 
prob’.ems. If the wrong points are emphasized, besides making 
it impossible to solve the original problems, this may 
create new problems. For example, relaxing the tight money 
Situation by hastening the preparation of budgets and the 
payment of budgeted monies may really help alleviate the 
tight money situation because it will put more money into 
circulation in the marketplace. 














But the important effect of government spending also has 
another side to it which is that it helps expand the 
economy. When the government spends money, this money 
becomes the income of the private sector and, in accord 
with a true principle, when people have a greater income, 
their need to buy this and that will increase also. Some 
people may have a need for material goods whose cost exceeds 
their extra income. For example they will take this extra 
income and make a down payment and this can increase their 
debts. 





What Effect Does Government Spending Have On the Balance of 
Payments? 


The picblem is that when the income of the people rises, 
there are either enough or not enough goods and services in 
the marketplace to satisfy the increased dem-nd. If there 
are not enough, the producers will produce more and foreign 
goods will be imported. These imported goods may by ready- 
made goods, raw materials or perhaps capital goods, that 
is, various machines and tools for use in carrying on 
production in the country. This point shows that government 
spending has an effect on international economic matters, 
including imported goods. If imports increase faster than 
the increase from exports, the balance of trade will suffer 
greater deficits and if these deficits become too large and 
exceed the income that the country can earn from foreign 
countries in other sectors to compensate, the balance of 
payments will suffer. 





How Large Should the Budget Be? 


If it is asked whether an increase or acceleration in 
government spending has a bad effect, the answer is that it 
varies. If the government's expenditures do not exceed its 
income from taxes or if it is possible to "close the box? 
meaning that the government's expenditures are in balance 
with its income, the effect of a rise in the need for goods 
and services will not be very great. Economic growth will 
not take place so rapidly that it affects the country's 
balance of payments. However, if we ask how much the balance 
of payments will suffer, if the government's expenditures 
exceed its income from taxes by 1 baht, we must answer that 
it depends on whether that 1 baht spent can make the economy 
expand more than 1 baht or whether this increase in the 
people's income causes imports from abroad to exceed 1 baht. 
If they exceed this, the government will probably not be able 




















to spend much more than its income if it does not want to 
create a problem concerning its balance of payments. 


Thailand's Balance of Payments Probiem -- The Water Recedes 
and Stumps Appear 


In Thailand, for more than 10 years now, the government has 
spent money beyond its means every year except for 1974, the 
only year that government receipts exceeded expenditures. 
This is because the government must develop many different 
things in the country. The magnitude of this excessive 
spending has increased, from 409 million baht in 1962 to 
22.838 billion baht in 1978. This is a 30-fold increase 

in 16 years. But if we look at the balance of payments, in 
the first period the problem cannot be seen or it is not 
clear since in that period (1966-1974) spending by foreign 
countries, eSpecially by the United States government, which 
was engaged in a war in Vietnam, helped. Because, this 
spending by foreign countries in Thailand meant an inflow of 
foreign currency and this directly helped reduce the balance 
of payments deficit. Some years, thisincome was able to 
compensate for up to 50 percent of the trade deficit. 


However, when our income from U.S. government expenditures 
began to decline, the balance of payments problem became 
more clear. Beginning in 1975, the balance of payments 
deficit reached 2.855 billion baht, which can be compared to 
the previous year when there was a 8.012 surplus. There has 
been a deficit every year since, and last year this deficit 
reached 13.298 billion baht. A figure such as this is very 
disturbing. As for the first 9 months of this year, the 
balance of payments deficit was already 8.14 billion baht 
and, therefore, we are expecting that this year the deficit 
will equal that of last year. Also, the fact that there has 
been a balance of payments deficit for several consecutive 
years now leads us to believe that it has become a chronic 
problem. 


What Must the Balance of Payments Be to Be Satisfactory? 


Regardless of things, there is no country that has not 
encountered a problem with its balance of payments. Because, 

if the balance of payments does not suffer a deficit there 
must be a surplus; finding a perfect balance is very difficult. 
But if there are alternating years of fairly equal deficits 
and surpluses, for example a deficit of 500 million baht one 
year and a surplus of 500 million baht the next year, there 
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will not be any problem. It is also all right to sustain 
deficits for more than 2 years if the size of the deficits 

is not allowed to become too large. But whether such deficits 
matter or do not matter cannot be determined in a vaccuum, 
We must first compare the deficits with the foreign currency 
or property that we hold, which is called our international 
reserves. At the end of June 1979, Thailand had reserves, 
from which debts that commercial banks had contracted with 
foreign countries have not been subtracted, valued at 

$3.076 billion or approximately 62.75 billion baht. If the 
value of these reserves does not change because of other 
factors and the yearly balance of payment deficit is 10 
billion baht, in only 5 or 6 years these deficits can exhaust 
our reserves. 


The Form of the Balance of Payments Deficit 


In the past, these balance of payment deficits have had 
important causes that arise from the fact that the balance 
of trade has suffered greatly increased deficits. The value 
of the goods imported has increased at a higher rate, 
particularly in 1977 when it increased 29 percent, while 

the value of the goods exported increased only 13 percent. 
This is because agricultural goods sufferred losses from the 
rains. In 1978, [the value of] goods imported inc: eased 
another 16 percent, from a base that was already high, as 
compared with [the value of] good exported, which increased 
about 17 percent but that started from a lower base. The 
balance of trade has thus sufferred increased deficits 

added to those of the last 6 months of last year. The 
interest rate in the foreign money markets has begun to rise. 
Foreign capital, which once flowed in in large amounts, has 
declined. The balance of capital during the second half of 
last year showed an unusually large decline and this 

had an effect on that year's balance of payments. The deficit 
reached 13.298 billion baht as compared with the 1977 deficit 
of 7.538 billion baht. 


Why Has the [Value of] Imported Goods Increased So Rapidly? 


This rapid increase in the value of imported goods stems, we 
assume, from Thailand's great dependency on foreign goods 
during the past period. Thus, when the government cannot keep 
the budget down, it encourages the import of various kinds of 
goods in much greater quantities. Since in the past period 
the level of inflation in the world has been rather high, 

the price of goods and the value of the goods imported have 
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increased very rapidly. This is because the increase in 
prices has probably not lowered demand very much since the 
types of goods that Thailand imports are uSualiy necessities, 
such aS raw materials and capital goods, rather than ready- 
made goods. 


The fact is that the Thai economy is highly dependent on 
imported goods. Part of the reason for this is the govern~- 
ment's policies concerning promoting investments, which are 
Slanted (intentionally or not) toward various types of 
industries that use more machinery and raw materials from 
abroad than domestic labor or raw materials -- with the 
exception that duties are collected at lower rates for 
imported capital goods and raw materials because there is 

a greater need to encourage the expansion of domestic 
production rather than to promote the buying of ready-made 
goods directly. This policy contains both strengths and 
weaknesses. It is correct from the standpoint of expanding 
production but wrong from the standpoint that each time 
production is expanded it is always necessary to have a high 
rate of imports. The result is that it is not possible to 
save the foreiaqn currency from the net profits of industrial 
development. (The details can be read in “An Analysis of the 
Structure of Thai Imports” by the International Economic 
Research Unit, Technical Section, Bank of Thailand, 
September, 1978.) 


If the Problems Are Not Solved Now, It Will Be Too Late 


If what this writer has written is correct, if the problem 
of a balancy of payments deficit is to resolved, it must be 
solved at the source. That is, the government must reduce 
its spending and not allow the budget deficit to rise to too 
high a level. This will probably be difficult to do in the 
situation in which the price of goods is rising, which 
pushes the expenses of the government up also. And, "cutting 
the fat" off the budget is also difficult because each work 
unit will say that all of its work is important. The thing 
that should be done is to cut equally the expenditures of 
every budget 5 to 10 percent. It should be possible to reduce 
expenditures this way. At the same time, the problem of 
income from taxes not increasing as much as expected may be 
solved by reducing the "“leaking' of taxes and collection as 
much aS possible without having to increase the tax rate at 
all. This is because, in the past, we sometimes may have 
stepped up the growth of the economy to levels higher than 
our resources would allow, with the result that there were 
such great deficits in the balance of payments. Actually, 
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the fact is that a balance of payments deficit is not serious 
if it does not become chronic and the deficit level does not 
rise higher than it is now. 


Therefore, this writer feels that reducing the excessive 
expenditures of the government is a solution to the problem 
at its source and one that should achieve better results 
than implementing a policy of raising import tariffs, which 
usually has little effect since there are few goods for which 
tariffs can be increased. Doing so would only hinder the 
promotion of industry in the country if tariffs were raised 
for imported raw materials or capital goods. As for the long 
term, it will be necessary to reform investment promotion 
in order to reduce the dependency on imports or else aim at 
increasing exports. 


But because the slow down in the expansion of the economy in 
order to reduce the balance of payments deficit is a govern- 
ment policy that depends on how much importance the govern- 
ment attaches to the problem, is the continuous balance 

of payments deficit at its present level, that is, at 

10 billion baht per year, a serious enough problem to 
warrant an attempt at solving it? 


And if the time has come or not, we must accept the fact 
that the economy should expand at a somewhat slower pace in 
order to reduce the balance of payments deficit. If the time 
[to solve the problem] has arrived, we should really step 
up economizing or we will wait until all the reserves are 
used up before starting to do anything. 


Balance of Payments and Government Income and Expenditures 
(Unit: Billions of baht) 


1974 1975 1976 1977 1978 
Exports 49.799 45.007 60.797 71.198 83.065 


alance of 
-14.245 -21. -12. =-22. oi 
Frade s,._ 21.822 -12.080 22.979 25.834 


Balanc f 
qoverarrns 2.006 -7.470 -16.144 -12.513 -12.838 


enditur 
Deficit: =F 
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1979 INVESTMENT TRENDS REVIEWED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 13-14 


[Article by Ekachai Ahthikomnantha: "The 1979 Investment Situation" ] 





[Text] (The following article expresses the private opinions of the 
writer and does not concern the institute where the writer works.) 


Even though the economy in this country and throughout the 
world is beginning to slow down and an oil crisis has arisen 
with both shortages and sharp price increases, investments 
in general this year should increase over last year at a 
high rate. This is based on the fact that industrial 
production has increased rapidly ever since 1976. However, 
this forced the various factories to produce at full 
capacity and made it necessary to expand production in 
order to satisfy both domestic and foreign demand. 








Investments in large-scale projects are always slow but now 
plants such as iron ore smelting plants, mills to produce 
paper pulp from hemp and cement production plants have 
received a signal to start construction. The increase in the 
cost of goods in general and of construction materials in 
particular, the situation on the borders and the tight 
money situation look as though they will not slow down 
increased investments. 


In the past 3 months, the number of new factories that have 
been built has almost doubled over that of last year. At the 
same time, the number of factories that have expanded their 
production capacity has increased * the same rate. The 
increase in the number of new factu.ies and the expansion of 
the production capacity has taken pjJace in both Bangkok 

and in the provinces. 


The Number of Factories That Have Received Permission 
to Begin Operations In the January-June Period 
(Unit: Cases) 


New factories that ik 1272 Fercent Increase 
began operations 3,607 6,784 88.1 
Banakok 941 1,626 72.8 
Provincial 2 ,666 5,158 93.5 
the profuction Gabecity 47 858 63.7 
Bangkok. 273 343 25.6 

rovincial 274 515 88.0 
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As for starting business operations in those businesses that 
that have been promoted and that have received investment 
monies, there has been a similar increase. Investments in 
projects that have been promoted and that began operations 
during the last 3 months have increased 63.7 percent, 
increasing from 1.823 billion baht in 1978 to 2.985 billion 


baht in 1979. 


Investments in Projects That Have Been Promoted 


Quarter 1 


Began 


operations 585 


361 


4 


877 609 


(Units Millions of 
baht ) 


1979 


2 3 


1,535 561 889 


Investments from foreign investors, which declined steadily 
for several years, have begun to increase again this year. 

In the past 9 months, foreign investments in securities have 
increased greatly as compared with the same period last year, 
increasing 20.2 percent. In particular, investments in 
industry and mining have almost doubled as compared with 
last year. Foreign investments in commercial and service 
ventures have begun to decline and, at the same time, foreign 
investment in construction has also begun to slow down. 


Foreign Investments in Securities During the 


Agriculture 
Mining 
Industry 
Construction 
Commerce 
Services 
Fipapeititions 


Total 


1977 
1.4 
51.4 
208 .3 
76.3 
212.9 
275.9 


97.2 
923.4 


January-June Period 


1978 


1.0 


39.6 
260.7 
173.3 
232.5 
102.6 


19.9 
829.6 


(Unit:Millions of baht) 
1979 


72.5 
482.2 
176.9 
154.6 

95.5 


15.5 
997.2 


The great increase in investments has led to the im ort of 
capital goods such as large quantities of equipment and tools, 
the increase reaching 31.8 percent during the first 6 months 
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of this year as compared with the 30 percent rate of increase 
during the same period last year. The capital goods that have 
been imported include metal products and equipment, including 
both machines and electrical equipment. 


The Import of Capital Goods 
: (Unit: Billions ofbaht) 


1978 1979 
Quarter 1 2 3 4 l 2 


Import of 
capital goods 6.568 7.991 8.329 8.509 9.308 9.781 


Machines 3.622 3.880 3.914 4.478 4.652 4.558 


Even though real investments and the expansion of the 
production capacity wili increase at a very high rate this 
year and in the years to come, warning signals are beginning 
to appear and they show that investments have begun to slow 
down and this will have an effect on real investments in the 
next ? to 3 years. The fact that the investment atmosphere 
has begun to show a bad trend stems from the oil crisis and 
the tight money situation together with high interest 

rates. In particular, it stems from the fact that the 
economy, both here and abroad, has begun to slow down and 
that future trends are uncertain. Besides this, there has 
been much fluctuation in the price of goods and this has 
made the investment risks high. 


Based on the data in promotion requests from the Office of 
the Investment Promotion Committee, it appears that the 
amount of money invested with people requesting rromotion 
has started to decline. 


Money Invested With People Requesting Investment Promotion 


1978 1979 
Quarter 1 2 3 4 1 2 3 
Number of 81 69 94 98 82 97 85 


Cases 
tay eet tment 


Billions of 18.1 4.4 7.6 15.6 11.8 8.1 6.9 
baht ) 


16 














This is in accord with the data concerning investment 
registrations, which increased greatly at the beginning 

of the year and then gradually declined by the end of the 
year. That is, the high point of total money invested was 
7.543 billion baht during the first quarter; this then 
declined to only 4.712 billion baht during the third quarter 
of this year. 


Registration of Legal Entities 
(Unit: Billions of baht) 


1978 1979 

Quarter 1 2 3 4 1 2 3 
PEtistrations 1.904 1.604 2.882 2.545 2.322 2.668 2.552 
Fapstalon 2.296 1.501 1.806 2.987 5.211 3.512 2.160 
Total 4.200 3.105 4.688 5.532 7.543 6.180 4.712 


As for construction sites that have received permission to 
carry on construction in Bangkok, the rate of increase has 
begun to decline, increasing approximately 15.7 percent 

in the past period as compared with the 73.7 percent increase 
of last year. The slow down in construction has appeared in 
commercial and industrial construction while home construction 
is still rising at a high rate. 


Sites That Received Permission to Carry on Construction in 
Bangkok 
(Unit: Thousands of square 


January-August 


1977 1978 1979 
Commercial 
construction 1,607 3,126 3,033 
SOAueHERton 80 07 as 
Service and 
transportation 36 ol 337 
Other 72 76 70 
Total 2,604 4,523 5,234 
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From the past investment trends, it appears that next year's 
investment atmosphere in general wiil not be as good as the 
last 2 to 3 years. Requests for investment promotions, 
registrations as legal entities and various types of 
construction will start to decline. Regardless of this, 

real investments next year will probably remain at a high 
level as compared to this year. The opening of v:.rious 
factories and the importing of ma r1inery and tools will 
probably remain at a high level since the investment projects 
that have been decided on will continue to require investments. 
Besides this, large-scale investment projects, both public and 
private, such as the natural ga’ project, government 
construction projects and the zi.c prod@uction project, will 
have just been started. These lar.e-scale projects may 
encourage increased investments in other fields or at least 
keep investments as a whole from declining too much. 


Because there are few investment problems this year, the 
government does not have any direct guidelines for 
encouraging increased investments. However, when discussing 
future problems concerning investments, the balance of trade, 
the balance of payments and commodity production capabilities, 
the government has tried to encourage the private sector to 
invest in various projects in order to solve tiese 

problems. It has done so by relaxing the commodity price 
control guidelines, allowing the price of goods to increase 
in accord with increased capital, encouraging and promoting 
export industries and promoting investments that will help 
Save eneray or help find other sources of energy. 
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EMPLOYMENT, LABOR SITUATION REVIEWED 
Bangkok SIAM PaT SPECIAL ISSUE in Thai 1979 pp 15-18 
[Article by Dr Suthin Nopket: “The Labor Situation in 1979") 


[Excerpts] The Employment and Unemployment Situation 


During the first 6 months of 1979, the employment picture in 
the country started looking better. The unemployment rate in 
the country declined somewhat from that of last year because 
of the opening of more factories during the year. However, 
labor in the country is for the most part agricultural labor. 
The number of farmers who have lost their land has increased 
continually year after year. Based on estimates of the 
Economic and Social Development Council, the number of 
farmers who must rent land in order to make a living exceeds 
1 million families and the number of people who do not own 
any land at all reaches 500,000 families. This is one 
important reason why the rate of unemployment is still high. 


BaSed on figures of the Economic and Social Development 
Council, the employment situation between 1978 and 1981 
shows the following trend: 


The Employment Situation in Thailand 
(Unit: Millions of people) 


Year Labor Force Employment Unemployment paeePtgyment 


1978 20.13 18.97 1.16 5.8 
1979 20.55 19.41 1.14 5.5 
1980 21.03 19.89 1.14 5.4 
1981 21.60 20.40 1.20 5.6 


As for 1979, the Economic Development Council estimates that 
the number of Thais over theage of 15 is 26.25 million. Of 
these, approximately 20.55 million are ready to work and it 


is estimated that those employed number 


approximately 


19.41 million. The remaining 1.14 million are unemployed. 


This is an unemployment rate of 5.5 percent, which compares 
to last year’s rate of 5.8 percent. 


However, according to past figures of the Labor Department, 
the real unemployment rate is higher than the above figures. 
It is estimated that the average unemployment rate for the 




















entire year will be equal to or higher than that for 1978. 
This isi) a result of the country‘s economic situation, which 
is an obstacle for expanding investments, especially in the 
private sector. 


As for the public sector, several construction projects have 
encountered shortages in construction materials and 

problems resulting from economic and financial instability, 
especially inflation, which is between 10 and 15 percent on 
the average. This has had a serious effect and has greatly 
Slowed public construction work. 


Some government projects are creating jobs in the rural 
areas where there are no jobs and this is very important. 
This includes projects to aid flood victims. In 1979, the 
government implemented another 16 irrigation projects in 
order to create jobs for the farmers who were unemployed 
after the harvests. These projects provided jobs for 
approximately 50,000 farmers. Countinuous projects are 
another type of project that the government can use to 
employ almost 112,900 farmers. 


However, it is accepted among those who are concerned with 
labor that the unemployment problem is still a major and 
important probiem that all parties concerned should cooperate 
in solving. Each day, large numbers of t.eenagers apply for 
work at employment agencies, both public and private, in 
Bangkok. Actually, most of the people who are unemployed 

or locking for work are in this age group and, most 
important of all, large numbers of those who are unemployed 
appear to be college and vocational school graduates, rather 
than people from other groups. This contradicts the current 
belief that a bachelor's degree is an important key to 
finding a job. This does not appear to be true any longer, 
especially for those who have degrees in liberal arts fields 
and sociology. At present, these fields are felt to be in 
little demand by the labor market in the country. However, 
national labor statistics often fail to give data that are 
aS explicit as they should be. The data do not reflect the 
entire unemployment situation but rather only partly reflect 
the facts. This may make the country's labor situation 
appear to be better than that in other developing countries 
or even in some industrialized countries. 


One thing that causes errors in labor statistics is that 
farmers are mentioned as being employed in the labor 
Statistics. However, for the most part, they in fact have 
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work for only half the year, during the planting and harvest- 
ing periods. This is actually the result of a lack of 
financial help and a low level of education, which leads to 
the farmers using unsuitable production methods. This also 
causes them to have lonq periods of unemployment and to have 
incomes that are too low to live on. According to the 
Statistics, it appears that approximately 75 percent of the 
farmers have finished grammar school while only 3 percent 
have graduated from a high school or vocational school. 


At the beginning of 1979, high officials from the Labor 
Department presented a 3-year labor plan (1979-1981) of the 
Labor Department that stresses the importance of expanding 
labor services aimed at the rural areas. These services will 
include helping unemployed people who are looking for work 
have an opportunity to work, providing protection and 
security for the workers and improving the capabilities of 
the workers. The basic aim of the labor plan is to lower the 
unemployment rate and increase the incomes of the workers, 
especially in the rural areas. According to the labor plan, 
in 1979, six new labor offices will be established in 
different provinces -- Tak, Roi Et, Uttaradit, Phang Naga, 
Sukhothai and Phetchabun provinces -- which, when added in, 
will make a total of 52 labor offices. 





And similarly, in 1980 and 1981, six new offices will be 
established each year. 


In addition to the offices mentioned above, each year the 
Labor Department will establish additional employment 
agencies in five provinces during the years 1979 to 1981. 


Concerning improving labor skills in 1979, the Labor Depart- 
ment will establish two more labor skills development 
institutes in Nakhon Sawan Province and in a southern 
province. As for labor protection, the Labor Department 

is emphasizing working conditions and the safety of the 
workers by increasing the working strength and promoting 
enthusiasm in performance and in obeying the labor 
regulations. Furthermore, the department is giving attention 
to providing compensation to workers who have accidents and 
who cannot work. At the same time, the Labor Department 

has a labor plan expanding the scope of the activities of 
the accumulated funds to five additional provinces in 1979 
and to 10 additional provinces per year in 1980 and 1981. 








21 

















Concerning the migration of workers from the provinces to 
Bangkok, during the first 6 months of the year, which was 
the dry season, the number of workers migrating to Bangkok 
declined. This was a result of tle implementation of the 
government's dry [area] support project, which was included 
in the declaration of 1979 as the Year of the farmer. There 
are several government projects that have interested the 
people in the different provinces of the country. 


At the same time, increasingly large numbers of Thais have 
immiacrated to countries in the Middle East in order to find 
work. According to Labor Department statistics, the number of 
people seeking work who were hired through the Labor Department 
to work in the Middle East and Singapore exceeded 10,000 
people in 1978 as compared with 3,975 people in 1977. As for 
1979, even though the figures of the Labor Department are not 
yet complete, it is estimated that the number of unemployed 
workers who have gone abroad, especially to the Middle East, 
has increased greatly. This includes those going to Saudi 
Arabia, Bahrain, Dubai and Iran. It is estimated that the 
number of Thais qoing abroad to seek work in the Middle East 
will increase continuously. They will do so with the hope of 
becomina rich in only a short period of time. A very 
important thing that attracts Thais to the Middle East is 

the hope that they will have a chance to become rich in a 
short period of time since average wages there are at least 
three times higher than those paid to workers in this country. 


Fair-Labor Practice Procedures 


Besides the economic instability, the problems concerning 
rice and oil and the announcement of the doubling of the 
price of electricity and water in this period, I am sure 

that readers have heard the criticisms concerning the reform 
of the cabinet. Activities of various groups opposing the 
covernment's decisions and management in several work units 
have occurred simultaneously. Opposition party opposition to 
and questioning of the ministers and administrators in 
several ministries concerning the economic problems, the 
activities of students from 18 institutions to show their 
responsibility to society as a whole, the reaction of the 
low-income laborers, who have been greatly affected by events, 
and the economic condition of the country, which has fluctuat- 
ed so much during the past 10 months that the pres nt 
government has been criticized and blamed by several different 
circles, have, when taken in conjunction with the world 
political situation, given rise to continual instability 
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that has great effects, both direct and indirect, on the 
administration of the country. 


Concerning the country's labor problem, generally, all 
parties concerned have agreed that this is an important 
problem that must be solved in order to ensure tranquility 
for business, the investors, the employers, the workers 

and others responsible, which includes the government. 

As for solving the labor problem, in addition to trying to 
ensure tranquility and order, all parties concerned must 
give attention to the importance of what is fitting and what 
is fair to the laborers, the investors and the employers. 


Concerning fair-labor practices, the government itself has 
seen the importance of this and established a main labor 
unit having responsibility for this in order to be fair in 
solving the problems and labor disputes, which have occurred 
for a long time. This unit is the Labor Department, which 
has labor units that are directly responsible for handling 
labor disputes and problems, for arbitrating labor disputes 
that employers and workers cannot settle or reach agreement 
on by themselves and for arbitrating cases in which the 
negotiations are not going well and the party filing suit 
has submitted a written report to the Labor Department or to 
the provincial labor authority. If there is no possibility 
of agreement, the arbitration authorities will propose 
naming a final authority. If it is still not possible to 
reach agreement, the Labor Relations Committee will act as 
judge and report its decision to both parties within 30 days 
after receiving the complaint. As for certain types of 
businesses, especially those that have an effect on the 
economy and on the security of the people, [while] the 
judgment of this committee is [usually] final, in cases 
involving public utilities and hospitals the parties 
involved have the right to appeal to the minister. The 
decision of the minister is final. 




































































As for important fair([ -labor } procedures, the important thing 
that will take place in January 1980, after long discussions, 
is the establishment of a Labor Court. The chairman of the 
committee to establish the Labor Court has disclosed that 
preparations for opening the Labor Court have been 

concluded and is is thought that everything will have been 
completed by December 1979 in time to begin handling labor 
cases in January 1980. 






































The Central Labor Court will have the task of handling labor 
cases in six provinces: Bangkok, Samut Prakan, Samut Sakhon, 
Nakhon Pathom, Nonthaburi and Pathum Thani. The other 
provinces will not have a court at the beginning. The law 
qives the Labor Court the power to handle cases throughout 
the country. A suit will first be brought up in a provincial 
court, which will then transfer the suit to the Central 
Labor Court. The Central Labor Court will appoint a judge to 
go discuss the case at the provincial court. The direct 
benefit to be gained can be clearly seen This Labor Court 
will help speed up things and save money. It will not be 
necessary to pay a fee to institute proceedings. Government 
officials are responsible for paying the transportation 
expenses and fees of the witnesses. 


As for fair practices to protect Thai laborers abroad, the 
Labor epartment has established a labor office in Saudi 
Arabia in order to protect and look after the interests of 
the Thai workers in the Middle East so that their employers 
do not take advantage of them and in order to ensure that 
Thai workers are accommodated. The deputy labor attache is 
in charge of the labor office, which began operations this 
Auqust. At present, there are approximately 25,000 Thai 
laborers in Saudi Arabia and the trend is for this number to 
increase, reaching perhaps 30,000 by the end of the year. 


The Activities of the Labor Unions and Other Labor Oraqaniza- 
tions 


in 1979, concerning important changes, throuch the activities 
of the labor unions, several things took place, notably: 

the disputes in establishing a labor relations committee, 

the conflicts within the National Free Labor Union Council, 
the organization of a transportation labor federation and the 
election of union representatives to attend the annual 
conference of the International Labor Organization. 


Because of the disputes in organizing the labor relations 
committee, the Labor Council of Thailand agreed to allow a 
representative to become a member of the labor relations 
committee. In May, a democratic election was held by all 
labor unions, both in and outside the Labor Council of 
Thailand. The leader of the National Labor Council invited 
labor unions throudghout the country to meet together in 
order to select a labor representative to attend the annual 
conference of the International Labor Organization. 














There has been more criticism than strong compteition 
between the Ministry of Interior and the Labor Council of 
Thailand. The fact is that the Ministry of Interior suddenly 
announced the establishment of a labor relations committee 
comprised of three representatives from labor, three 

from management and six from government vnits. 


As for the activities of other labor oraanizations, the 
Building Contractors’ Association called on the government 
to adjust contract construction costs in order to bring them 
into line with the present situation, which is a result of 
the rising cost of materials, transportation and labor. 


At its September conference, the National Labor Council 
discussed several stipulated items that were unfair to the 
labor unions and called on the covernment to eliminate the 
various unfair items. At the same time, the conference 
definitely agreed to call for an increase in the minimum 
wage to 60 baht and to send a representative to discuss 
things with the prime minister. 


During the same month, representatives from 14 State Enterprise 
Organization labor unions met to discuss things in order to 
submit a petition to the government for a cost of living 
allowance of 750 baht. This is necessary because of inflation 
and the tiaght money situation, which have occurred simul- 
taneously. 


Changes in the Wage Rate and the Cost of Living 


During the first 6 months of 1979, the Consumer Price Index 
rose at a rate of 1.9 percent as compared with the end of 
1978. That is, it rose from 118.8 percent in December 1978 
to 121.0 in March 1979. By August 1979, the cost of living 
index had risen 10.4 percent as compared with the cost of 
living index for August 1978 (using the cost of living 
index for 1976 as a base) . Also, based on figures of the 
Ministry of Commerce, the cost of living index for 
September is 135.5 percent. 


As for the final 3 months of this year, it is expected that 
the cost of living will rise much higher than it did during 
the past 9 months because of the effects of the domestic and 
worldwide monetary changes. The announcement by the cabinet 
that the price of electricity would increase 50 percent and 

that the price of water would double has had a great effect 


25 

















on the price of consumer goods, services and other goods, even 
though the announced increases were finally rescinded after 
encountd@ing opposition from various parties. 


It must be admitted that while there has been inflation and 
tight money, which have occurred simultancously, and while 
the price of goods and the cost of living have increased, 
labor wages have not increased in proportion. Strikes by 
laborers are more likely to occur than for other groups. 
Strikes calling for improvement of the employment situation 
and an increase in the wage rate in various businesses that 
have not increased wages or improved the cost of living 
Situation are a normal occurrance, even though the government 
probably cannot deny the fact that it is necessary to 
increase the minimum wage and increase the wages of 
aovernment employees. 


During the past 10 months of this year, in the midst of a 
changing economic situation, the price of cgoods has increased 
greatly and the cost of living has gone up continually, 
which is a result of the oil crisis, administrative problems 
and bad decisions by the government in several cases. Also, 
some businessmen and merchants have taken advantage of this 
situation. The above things have had a qreat effect on and 
caused much trouble for all the people, especially the 
laborers. 


In 1979, even though the government increased the minimum 
waqe from 35 to 45 baht per day in Bangkok and the nearby 
provinces and from 24 to 35 baht in the north and northeast, 
the main trend is still to change and improve things concern- 
ing wages and the cost of living. This is a result of pressure 
from the laborers, the economic and political situation and, 
finally, the discussions and decision of the leaders of the 
country. 
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1979 FINANCIAL SITUATION REVIEWED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 19-24 
[Article by Dr Siri Kanchroendi: "The 1979 Economic and Financial Situation" ] 


[Excerpts] (The following are the opinions of the writer and do not concern 
the institute where the writer works.) 


In the effort to analyze and clarify the financial situation 
that has arisen in 1979, it may be necessary to follow the 
phenomena that took place in other economic sectors in the 
economic system as well. Because, the things that have 

taken place, regardless of whether they are in the monetary 
Field or not, are all related to one another and have 
continually had an effect on each other. In particular, 
since we will study what the financial situation is like at 
present, we will also have to discuss production, expenditures, 
inflation and the country's balance of payments problem. 


The Production Situation and Expenditures 


Looking back at 1978 in order to take a 100k at the 
production situation, we can see clearly that production 
that year expanded satisfactorily, both in and outside of 
agriculture. The rate of growth was 9.4 and 8.4 percent 
respectively. In agriculture, even though some rural areas 
had floods, this did not affect production too much. Thus, 
[yields] for such agricultural crops as corn, sugarcane, 
hemp and cassavas increased at a high rate. 


Outside agriculture, production increased for the third 
year in a row. An important reason for this growth besides 
the necessity of expanding in accord with the increases in 
the production and income of the agricultural sector, has been 
the needs of foreign countries. The production sectors that 
have greatly expanded in response to both domestic and 
foreign needs are the construction material, textile, 
construction machinery and equipment and service sectors. 
And finally, the expansion of these production sectors has 
helped to increase the productivity of the business and 
transportation sectors too. Thus, it can be said that in 
this period the economy improved markedly over that of 

the previous 3 to 4 years. 
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In 1979, economic growth in general is still at a high level. 
Even though agricultural production has encountered certain 
problems because of the monetary situation and because of 
droughts and intermittent rains, which have caused expected 
yields in the agricultural sector to decline 3.4 percent as 
compared with last year, because both domestic and foreign 
demand will probably continue to rise, which can be seen from 
investment, consumption and export indicators, it is expected 
that the GDP will increase at a high rate, that is, at 
approximately 7.4 to 7.6 percent this year as compared with 
last year’s rate of 8.7 percent. 


The Balance of Payments Situation 


The high rate of economic growth in 1978 has slowed down 

in 1979 because of various uncertainties that have arisen, 
whether because of changes in: the price of production capital, 
the scarcity of certain types of materials or the fluctuations 
in the political situation in the Indochina Peninsula. Based 
on statistics indicating the slow down in the growth of some 
production sectors, which include figures concerning 
construction in Bangkok, it appears that [the number of ] 

Sites that have received construction permits during the 

first 4 months of 1979 declined 18.5 percent from the pervious 
4 months. The changes in the construction industry have 
sharply reduced the import of machinery and equipment used 

in construction. During the first 6 months of this year, 

the import of construction machinery and equipment declined 
10.8 percent as compared with that of the same period 

last year. 


However, even though other economic sectors will experience 
less growth than ,in 1978, in general it can be said that 
growth will still be at a high level as compared with the 
normal. Thus, imports will continue to increase at a high 
rate which, when added to the increase in oil prices by the 
OPEC countries, will cause 1979 imports to increase at an 
unprecedented rate. It is estimated that imports will 
increase 36 to 37 percent in 1979 as compared with 15.3 
percent last year. But with good luck, this year our trading 
partners will still have a great need for Thai goods and the 
demand should grow at a satisfactory rate. Also, Thailand 
can respond to these demands and, therefore, it is expected 
that exports will increase 29 to 30 percent as compared with 
the rate of increase in 1978, which was only 16.7 percent. 
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After discussing the movement of the grant balance fund 
and capital balance fund, it is estimated that Thailand's 
balance of payment deficit will be 13 billion baht. This is 
still a high figure but it is lower than last year's 
deficit by approximately 300 million baht. 


The Financial Situation 


Based on the domestic economic situation that has already 
been discussed and the closely related foreign factors, we 
will explain the financial events that have taken place in 
1979. These events include the deficit spending of the 
business and private sectors, inflation the balance of 
payments deficit and the financial crisis in foreign markets. 


The deficit spending of the business and private sectors 
during the past 2 to 3 years has given rise to several 

very important problems, including an imbalance between the 
need for goods and services and the production capabilities 
of the economic system. This imbalance has caused the price 
of goods in general and imports to increase greatly in a 
very short period of time. These problems both became more 
serious when the price of oil was increased in the country 
in July in the wake of the OPEC oil price increases. As for 
the fact that the price of goods has increased at a rapid 
rate, besides creating injustices in income distribtution, 
which we are already aware of, this also creates basic 
financial problems. This is because interest rates in 
Thailand cannot move up and down quickly in accord with 

the changing inflationary situation. This inability stems 
from the restrictions specified in the civil law code, which 
stipulates that the lending interest rates must not exceed 
15 percent. This stipulation concerning interest rates has 
also caused inflexibility in adjusting savings account rates. 


The fact that the country's inflation rate is high and that 
the interest rate structure cannot change in accord with 
inflation can lead to harmful results, as we can learn from 
the experiences of other developing countries that have a 
structure similar to that o Thailand or even from Thailand's 
experiences in 1979. One fact that cannot be disputed is 
that, excluding interest rates on savings, interest rates 
have been lower than the inflation rate for a long time now. 
People will protect themselves against inflation by investing 
in things that give a higher return and this creates an 
outflow of savings from the financial institutions in the 
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system to financial systems outside the institutions. Such 
systems are common and take the form of pooling funds or 
the buying of gold or other goods for example. 


Such phenomona as these cause the financial institutions in 
the system to be short: of revolving investment capital that 
can be loaned to the private business sector for making 
investments and carrying on necessary business activities 

to further develop the country. The fact that the inflation 
rate is almost at the same level as the lending interest rate 
influences certain types of businessmen to borrow more money 
from the financial institutions in order to use it to 
accumulate and hoard goods that they think will increase in 
price. Because of this, they will have an opportunity to 

make bigger profits than usual. 


It can be said that the present financial situation in 
Thailand is hampered by the mechanisms mentioned above. Also, 
it can be seen that any time that the real return rate on 
savings is positive as in 1976, when the interest rate on 
regular savings was 8 percent and the inflation rate was 

4.2 percent, savings will increase at a high rate. That year, 
Savings increased at a rate of 23.0 percent. The highest 
interest rate on money loaned was 15 percent, the real rate 
after discounting for inflation being 10.8 percent. Credit 
that year did not grow at a very high rate, only 18.9 
percent, and, therefore, during that period there were no 
problems concerning in-system money revolution. 


But in 1979, according to figures for September, the net 
interest rate (after deducting taxes) was at 7.2 percent and 
the inflation rate was at 12.8 percent, with the possibility 
of it rising to 16 percent by the end of the year. According 
to Ministry of Commerce expectations, after adjustment for 
inflation, the return will be a minus 5.6 percent and this 
will cause an unsatisfactory outflow of savings from the 
commercial banks, that is, at a rate of 14.4 percent. 


After adjusting for inflation, interest rates on loans will 
be below 2.2 percent and this will cause the demand for 
credit to increase at a rate of 26 percent per year. It is 
speculated that much of this money is used to hoard goods. 
This creates an imbalance between the savings and lending 
monies Of the commercial banks and has led to a serious 
tight money situation at present. 














A matter that has had a serious effect on Thai finances is 
the international monetary crisis. At times when the financial 
Situation abroad is normal, foreign interest rates are 
usually much lower than the interest rates in the country 
and, therefore, the commercial banks can make loans from 
countries and add this to domestic savings to make loans to 
businessmen and industries and make a suitable profit. 

But at present,interest rates in the foreign money markets 
have increased greatly, which stems from the Unites States 
having increased the prime interest rate to 12 percent in 
order to Keep the exchange rate of the dollar from falling 
and to help lower the rate of inflation in the United 
States. 


At present, it appears that interest rates in the foreign 
money markets, such as the Eurodollar market, will reach 
15 to 16 percent per year. When other spending is included, 
the rate increases approximately 1 percent, increasing 
interest rates on foreign money to 16 to 17 percent. Because 
the commercial banks cannot loan money at an interest rate 
higher than 15 percent per year, most banks are forced to 
hurry to repay the foreign loans when the loans become due 
instead of borrowing more as has been done in the past. In 
October, the commercial banks repaid approximately $236 
million in foreign loans by withdrawing money from the 
deequalization fund, the net amount being $262 million. 


Based on present figures, it is expected that in the final 
quarter of 1979 the commercial banks will further decrease 
the amount of outstanding foreign loans by approximately 

12 billion baht. If matters such as this are allowed to 
continue, it will be very dangerous for the finances of the 
country. Besides creating a tense financial situation, which 
is already serious and which is becoming more serious, 

and cauSing a rapid reduction in the international reserves 
of the government, it may have an effect on the stability of 
the monetary system. 





Another important factor that should be discussed is that 
interest loan rates in Thailand are lowe~ *han interest 

loan rates abroad and this will cause problems concerning the 
balance of payments. In the past, businesses that were able 
to do so were likely to make loans on the foreign money 
markets because the interest rates were lower. This brought 
foreign currency, which had long terms, into the country and 
this greatly helped reduce the severity of the balance of 
payments deficit. But since foreign interest rates have begun 
to rise and Thailand cannot adjust its interest rates to 
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match this increase because of its civil and commercial laws, 
it has become apparent that these businesses have begun to 
stop borrowing from abroad and have again begun borrowing 
from domestic banks because the interest rates are lower. If 
this continues to occur, it will damage the economy in 
several ways: 


First, the balance of payments situation, which is already 
bad, will get worse. 


Second, the businesses that can borrow money abroad are 
most likely large businesses whose finances are sound and 
whose business activities are going well and, therefore, 
they can borrow from domestic commercial banks easily. But 
because the commercial banks presently lack capital, the 
fact that they will extend credit to these businesses means 
that the commercial banks will have to cut off [credit] to 
small businesses. 


Finally, the balance of payments deficit will get worse. 
This will cause our international reserves to decline 
proportionally. The fact that reserves are on a long-term 
decline is causing concern about whether the government 
will face the problem of having to maintain the value of 
the baht. 


Based on figures for the first 6 months of 1979, it appears 
that private businesses borrowed only 600 million baht 
abroad as compared with the 1.17 billion baht for the same 
period last year. 


It is estimated that foreign interest rates have increased 
from an average of 7.7 percent during the first 6 months of 
last year to 10.8 percent during the first 6 months of this 
year. This is a factor that can greatly help explain the 
events that have taken place. 


The matters discussed above are things that originated with 
the commercial banks and financial institutions in general. 
However, in 1979 special events that have originated with 
the investment companies have occurred and they will not go 
away by not talking about them. While the commercial banks 
were experiencing an imbalance between the savings interest 
rate and the inflation rate, which led to a tight money 
Situation, the investment companies were experiencing the 
same problem but in another form. 
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Looking back to 1978, the securities market was very active 
that year. For example, the value of the securities bought 
and sold reached 15 billion baht in October and the prices 
of the various securities traded were unusually high. 
Securities of some companies were selling five to six times 
above list value, and during this active period, the capital 
investment companies invested in a wide variety of 
securities by buying securities and including them in their 
own portfolios. They allowed merchants to borrow money 

to buy securities. On the average, the investments in 
securities and loans to purchase the securities of these 
investment companies during this period exceeded 10 billion 
baht or approximately 20.6 percent of all securities. But 
after this, the securities market began to fall rapidly 

and by November 1979 the value of trading had fallen to 
only 923 million baht and prices had declined greatly. In 
particular, some securities were selling below par value. 
If we measure the price levels from theBook Club Index 

we will see that prices have declined greatly from the 

213 level of last October, with the level being only 131 

at the end of November. 


One reason for this rapid decline of the securities market 
is that the prices of the securities in the previous period 
were too high. When this is true, it is probably impossible 
for the market to maintain the prices above the real value 
forever. In other words, whenthe frenzied activity of 
securities ceases, prices of securities traded on the market 
must in the end return to their real value. Besides this, 
in November and December 1978, the commercial banks repaid 
large sums of foreign loans because of the rising interest 
rates abroad and this gave rise to a tight money situation 
which in turn affected the revolving capital in the 
securities maiet. 


The situation described above put several investment 
companies in a bad position because the price of securities 
which they had invested in had declined greatly. One 

company, the Racha Investment Company, experienced a financial 
crisis in May and although the government tried to provide 
help, it appears that there was interference from the 
company’s former director and in the end the Racha Investment 
Company had to go bankrupt. The crisis of the Racha 
Investment Company had a great effect on the activities of 
the investment companies throughout the system and especially 
on the confidence of the people. When this happens, the 
investment companies in general are in position in which 














their investments have declined in value and the money they 
have loaned to purchase securities cannot be recalled. At the 
same time, savings cannot be fully mobilized and this causes 
the company to have a shortage of revolving capital. 


Based on figures concerning the mobilization of savings from 
the people,it appears that in the third quarter of 1979 

the investment companies were able to sell only 7.4 percent 
more promissory notes as compared with the 48.6 percent of 
the same quarter last year. 


Besides this, the possibility of the investment companies 
improving this situation by borrowing from the commercial 
banks is even further limited because the commercial banks 
themselves are experiencing similar financial problems and 
they are not ready to risk loaning money to companies that 
have invested much money in the securities market. This stems 
from their uncertainty about the securities market. However, 
it is worth noting that these effects are of different 
severity depending on whether or not the investment 

companies have support from a commercial bank. The other 
alternative of the investment companies is to borrow money 
abroad. However, it is well-known that doing this act a time 
when foreign interest rates are higher than those in Thailand 
will lead to business losses. Thus, concerning foreign loans, 
while foreign loans should be greater in a tight money 
situation, it appears thatthe inflow from abroad is continuing 
to decline. Since the end of last year, the amount of money 
borrowed abroad by the investment companies has declined 

by approximately 7.4 percent or 234.6 million baht. Or if we 
discuss things from the point of view of the increased rates 
during the same period this year as compared to last year, 

we find that during the first two quarters of this year, 
investment company loans from abroad and securities declined 
to 22.4 percent and 26.0 percent respeciively. 


Measures For Solving the Financial Crisis 


The Bank of Thailand has been well award of the problems 
since the beginning of 1979. These problems have been divided 
into two types: short-term problems including the tight 
monty situation, the major causes of which have originated 
abroad, and long-term problems, the problems within our own 
country. These include the inability of the monetary system 
to mobilize savings, Only enough are concentrated in the 
system to satisfy credit needs. Another thing is that the 
present interest rate structure is not suitable or balanced 
and inflati«» has gotten worse. 














The various measures that have already been taken include: 


Short-Term Measures: 


1. The first measure was implemented in April 1979. The 

Bank of Thailand opened a government bond market. The charter 
Stated that the government would buy or sell bonds so that 
the commercial banks could trade in bonds. This is depend et 
on the fact that at any given moment, one commercial bank may 
have more cash on hand than necessay while another bank may 
need cash. The commercial bank with much cash on hand can 
transfer this cash to the other pank by buying a government 
bond from the commercial bank that lacks cash. The commercial 
bank that lacks cash will agree to buy back the bond in the 
future. In transferring this money, the lending bank will 

be compensated in the form of interest at the market rate. 

If the Bank of Thailand sees that the tight money situation 
is becoming dangerous, the Bank of Thailand may become 
involved in the market also. The highpoint of the Bank of 
Thailand's support of net bond trading was on 26 November 1979 
when trading reached 7.69 million baht. 


2. On 1 May 1979 the Ministry of Finance, together with the 
Bank of Thailand, announced a tax exemption for interest on 
foreign loans and for companies or incorporated securities 
firms established in accord with Thai laws and within 5 months 
after the announcement. The purpose of this is to defer the 
repayment of foreign debts and to stimulate an inflow of 
foreign capital and add this to the existing capital, which 
is in short supply in the monetary system. 


3. On 8 May 1979, the Bank of Thailand took measures to help 
solve the above mentioned problems of the securities investment 
companies. These companies were given permission to sell 
government bonds to the Bank of Thailand. They have agreed to 
buy the bonds back at the end of the stipulated period. The 
interest rate that the securities investment companies have 

to pay is lower than the market interest rate at that time. 


4. Restrictions on holding government bonds have been 

reduced in order to promote the opening of branch offices. 
Formerly, 7 commercial bank that wanted to open a branch 
office hau to hold government bonds valued at not less than 
16 percent of savings. Bonds held in excess of this could be 
sold on the trading market. However, after 22 May 1979, 
while chese bonds sold on the trading market are still 
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regarded as bonds subject to the restrictions for opening 
branch offices, the amount of bonds subject to the stated 
restrictions has been reduced and now must not go below 
10 percent. 


5. The Bank of Thailand has announced changes in the 
reserve cash holding rules and restrictions for new 
commercial banks. It has stipulated that the commercial 
banks must hold cash reserves totalling not less than 

7 percent of total savings. The restrictions are as follows: 


a. Savings at the Bank of Thailand must not fall below 2 
percent of total savings. Previously, the stipulated amount 
was 5 percent. 


hb. The ready cash of the commercial banks can be considered 
as cash reserves but this must not exceed 2.5 percent of the 
savings. Formerly, the Bank of Thailand prohibited 
considering ready cas’: *s cash reserves in accord with 

the law. 


c. The commercial banks can consider restriction-free Thai 
government securities as part of their reserve cash but the 
amount must not exceid 2.5 percent of total savings. This 
proportion was previously set at not more than 4 percent. 


These changes in the components of reserve cash will greatly 
help improve the position of the commercial banks. 


6. There was another loosening on the restrictions for 
holding cash reserves on 22 June 1979 in order to furter 
improve the position of the commercial banks. The commercial 
banks were allowed to consider ready-cash and restriction- 
free government bonds [as reserve cash] but together the 
amount must not exceed 5 percent of total savings. 


7. In order to help solve the problem of an inactive securi- 
ties market and help solve the liquidity problem of the 
investment companies, the Bank of Thailand, together with 
the savings banks and the Thai Banking Association, 
established a “capital market development fund" on 

3 August 1979. The fund was established with 1 billion baht 
and if it is necessary to use more money than this, it is 
possible to increase this amount another 1 billion baht. 


On the same day, theThai Banking Association established a 
fund for liquidity of capital and security enterprise in 
order to make loans to member companies of the securities 











market. The fund was established with 1 billion baht. Loans 
must be handled through the loan committee. It is stipulated 
that the loans, with an interest rate of 13.5 percent 

per year, must be repaid within 45 days and registered 
property or other approved property must be put up as 
collateral. 


8. On 7 August 1979 the Bank of Thailand decided to help 

the investment and securities companies by allowing them to 
make loans through the Thai City Bank in cases in which 
these companies have a short-term liquidity problem. Concern- 
ing such loans, the investment and securities companies 

must form groups, each group consisting of four to seven 
companies, and act as guarantors for the other members of 
the group. The interest rates on loans is the same as for 
inter-bank loans. 


9. On 17 September 1979 the Ministry of Finance and the Bank 
of Thailand extended the tax exemption period on interest 

on money borrowed abroad until 30 September 1979. This was 
done because the monetary situation in foreign markets has 
gotten worse. 


10. The Bank of Thailand has announced the abolishment of the 
13.5 percent loan interest rate of commercial banks for 
industrial and mining businesses because this rate is not 
appropriate in the situation in which there is a great 
shortage Of money as at present. 


11. Certain control regulations of the Ministry of Commerce 
have been revised in order to make it possible for insurance 
and life insurance companies to invest more of their 
long-term reserves in the securities market or deposit it 
with financial institutions. 


12. A policy establishing a savings deposit insurance 
institute has been announced. The first step will be to start 
operations for investment and securities companies first. 


13. On 3 October 1979 the Bank of Thailand instituted measures 
to provide financial help to member companies of the 
securities market. This will be done by buying up promissary 
notes through the commercial banks, the amount being 1 billion 
baht at a 5 percent per year rate of interest. It has been 
stipulated that the purchases that the commercial banks make 
from the member companies of the securities market must not 
exceed 6 percent per year. It has also been stipulated that 
the period of assistance is to be 1 year but this time period 
can be extended when appropriate. 
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14. On 17 October 1979 the Bank of Thailand changed the loan 
system of the commercial banks to a two-tier system. First- 
tier loans have a limit of 1 percent of the deposits and 

the interest rate is 12.5 percent. The interest rate on 
second-tier loans is 1.5 percent higher than that for 
first-tier loans. The measure just mentioned is a measure 
aimed at keeping the commercial banks from borrowing from 
the Bank of Thailand in order to repay money borrowed abroad, 
which would have an effect on our international reserves. 


15. On 31 October 1979 the Bank of Thailand raised the 
interest rate on second-tier loans to 15 percent so that 
it would be in line with the situation abroad. 


16. On 13 November 1979 the Bank of Thailand announced that 
it would provide help to financial institutions in order to 
purchase agricultural products. The amounts involved are 

8 million baht through the commercial banks and 2 billion 
baht through the investment coampanies. 


Although most of these measures are short-term measures 
aimed at alleviating the tight money situation, which is an 
immediate problem, the Bank of Thailand has not abandoned 

its attempts to solve the long-term structural problems, 

in particular those elements concerned with interest 

rates. Because, our financial system has a structure that is 
rather immobile because of the many legal restrictions. Thus, 
a few long-term measures have been implemented and they can 
operate within the restrictions. 


Measures considered to be long-term measures include the 
following: 


1. The savings deposit interest rate of the commercial banks, 
the savings banks and the Bank for Agriculture and Agricul- 
tural Cooperatives has been increased another 1 percent, 
both for regular deposits and savings deposits. At the same 
time, a royal decree was issued ending the special tax 
privileges of depositors at government banks. The major 
purpose of this measure is to influence people to deposit 
more money with the financial institutions in the system 

in order to counter inflation and eliminate certain 


inequalities between the commercial banks and the government 
banks. 


2. Stipulations concerning maximum interest rates on foreign 
deposits have been abolished. Previously, it was stipulated 
that the rate was not to exceed 12 percent per year. This 
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has been done so that this rate can float in accord with the 
foreign monetary situation. The important aim of this measure 
is to mobilize foreign capital. 


3. The deposit interest rate of investment companies and 
public industrial fincance companies at commercial banks is 
being allowed to float so that the capital can revolve 
between the investment institutions more actively. This has 
been one obstacle preventing this market from becoming 

as prosperous as it should. 


4. The minimum amount of capital for the promissary notes of 
the investment companies has been lowered. This has been done 
by issuing promissary notes reducing the previously 
stipulated minimum level from 50,000 baht to 10,000 baht 

in Bangkok and from 10,000 to 5,000 baht in the provinces. 
The purpose of this is to make it possible for the 
investment companies to mobilize the savings of the people 
within even broader limits. 


5. The collection of dividend taxes from companies registered 
with the securities market and from other private and 
corporate companies will be reformed as for financial 
institutiones; tax credits will be given to those receiving 
the dividends. These measures are aimed at improving the 
securities market situation and they are measures that 

will promote the mobilization of savings through the markets. 


6. Corporations can subtract the money paid into the 
employee cost of living fund as an expense when calculating 
their taxes. This provision has been included in order to 
further stimulate savings in this form. 


From all of this it can be seen that the authorities concerned 
are making a great effort to resolve the present financial 
crisis within the legal limits stipulated. 


However, it must be realized that these measures are not 
enough to solve the problems <ompletely. Thus, the next thing 
that may have to be seriously considered is whether or not the 
present interest rate structure is appropriate. Also, are 

the civil and commercial laws that have been in effect for 
more than 60 years still appropriate? And if no changes are 
made, what damage will this do to the country in the end? 


It is expected that these problems will continue to be 
problems for the government and that the government must 
solve them in the near future. 
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SLOWDOWN IN CONSTRUCTION INDUSTRY ANALYZED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 29-30 


[Article by Dr Manop Pongsathat and Sakchai Sirinphanu: "The Construction 
Industry in 1979"] 


[Excerpt] The second oil crisis in 1975 played a part in causing a 
Slowdown in the construction industry. But because the 
export of agricultural goods did so well in 1975, 1976 

and 1977, the economic situation improved quickly. In 
particular, in 1977 the construction industry expanded 
greatly, reaching 29.73 percent and exceeding the expansion 
of the previous year. However, the price of construction 
materials has increased continuously. At present, the 
construction industry is involved mainly in the construction 
of housing. Also, the government has a policy of supporting 
housing construction and this has helped the construction 
industry in the private sector. Because savings in the 
private sector have increased (agricultural exports have 
improved) and it is expected that [the price of] construction 
materials and construction costs: will increase again, 
investments in housing have doubled. 


The year 1978 was a continuation of 1977 and the 

expansion of the construction industry should continue to 
expand from last year. However, in the private sector, 
investments have increased only slightly because of a long 
period of inactivity. This can be seen from the fact that 
the rate of increase was only about 22.66 percent, which is 
below 1977's rate of 31.97 percent. In the public sector, 
investments in the construction industry have declined 
continuously, declining 7 percent from last year (Table 1). 
This is because, in this sector, the government promoted 
investments during the 1974-1976 period (and homes constructed 
in 1973). Since 1969, investments in industrial construction 
and the service sector have increased but the rate is still 
very low as compared with that for the housing sector. 








Table 1: 


The Value of Construction in Thailand 





{Umits Millions of baht) 








Year Private Rate of Public Rate of Total Rate of 
sector change sector change change 

(%) (%) (%) 

1974 16.314 -- 6.839 -- 23.153 -- 

1975 17.755 8.83 10.718 56.72 28.473 22.98 

1976 18.848 6.16 17.021 50.72 35.860 25.94 

1977 24.873 31.97 21.822 24.27 46.659 30.11 

1978 31.460 26.48 26.455 21.28 57.905 24.10 

1979* 39.197 24.59 30.462 15.19 69.659 20.30 

* Ext imated 


Source: National Accounting Office, National Economic 
Development Council 


During the [first] 10 montis of 1979, the thing that has had 
a great effect on the construction industry since the end 
of 1978 is the tight money situation. The financial 
institutions have encountered difficulties mobilizing 
money for loans. Also, the government has a policy of 
restricting the extension of credit for housing and this 
has caused a drop in credit for construction and real 
property business activities. There is almost no long-term 
credit available for buying a house on the financial market 
except from the Housing Bank, which has rather limited 
capabilities. This tight money situation is one of the most 
important restrictions for the construction industry in 1979. 
The growth of the construction industry in general is 

a continuation of that of last year. The National Economic 
Development Council has estimated that the rate of growth 
will be approximately 20.30 percent and that it will be 
24.6 percent in the private sector and [words illegible] 
percent in the public sector, which is only a slight 
increase over last year. The stems from the fact that the 
public sector has stressed national defense, which is a 
problem that is still being encountered. This, in 
conjunction with the insecure political situation, has 

led to a decline in construction. 


In summary, in 1979 the construction industry's rate of 
growth declined, especially in the public sector. Also, there 
was a tight money situation [words illegible] shortage of 
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construction materials, especially lumber and cement. Also, 
large numbers of skilled construction laborers went abroad 
to work. Because of these things, the construction industry 
has encountered problems concerning investments, labor and 
materials, which are very important elements in construction. 
Simultaneously, investments in the public sector have 
declined and this has forced the large construction companies 
to seek bigger foreign markets. But stiff competition has 
been encountered and as a means of enabling them to compete 
with foreign companies working abroad, the contractors’ 

union has appealed to the government for support, asking the 
government to promote foreign construction investment. This 
matter has appeared in the newspapers continuously. The 
medium-sized and small construction companies have 
er<ountered many difficulties because, for the most part, 
these companies are not engaged in large-scale government 
projects. The decline in private building and the credit 
restrictions have increased domestic competition. Profits 
have declined contiruously while, at the same time, labor 
and material costs have increased rapidly. These are the 
factors that have led to the medium-sized and small companies 
experiencing large financial losses. 


For 1980, the outlook in the construction industry is, 
therefore, not very bright. The situation in general should 
be like that in 1979. Investments in the private and public 
sectors will decline since the government will probably 
continue to give top priority to the defense of the country. 
In the private sector, things depend on the people's ability 
to accumulate capital at a time when there is both inflation 
and tight money. The buying power of the people will decline 
rapidly and there will not be any accumulation of capital. As 
for investments in construction, it is enough to observe 
that investments must decline, especially at a time when 
construction materials are becoming more expensive, the price 
of oil may have to be increased again and the laborers need 
a wage increase. These things will further darken the 
construction situation, during the first 6 months of 1980 

at the very least. 


However, last year was a particularly good period for 

agricultural goods. The government quickly promoted things 
so that large quantities of agricultural produ ts would be 
exported. Also, it has announced a policy of increasing the 
revolving capital in the market another 10 billion baht and 
has allowed an increase in the interest rates. It is hoped 














that by the end of 1980 the situation will be brighter and 
that the savings and buying power of the people will have 
increased somewhat. This, in turn, should help the 
construction industry, especially in the private and 
housing sectors, grow by the end of the year. 


Furthermore, if the government supports construction 
investments abroad, this will help those involved with 
construction to survive. And if the government allows the 
banks and financial institutions to give both short-term 
and long-term credit in the private sector, this will 
allow the medium-sized and small construction companies to 
recover. 
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INCREASED RICE PRICES IN 1980 PREDICTED 


Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 31-32 


[Article by Suriyet Wichthep: "1980 Will Be a Year When Rice is Expensive"] 


{Text} Concerning the rice export trade, it is expected that in 1979, 
2.718 million tons of rice will be exported to foreign countries. 


This is more than the targeted amount of rice that the 
Ministry of Commerce gave permission to export, the 
stipulated amount for export being 2.314 million tons. 


Thus it it thought that 1979 will be a year when the export 
of rice to foreign countries will exceed the targets. 


Counting from 1969, 1979 has been a year of large rice 
exports to foreign countries. These large quantities are 
second to those in 1977, when 2.946 million tons of rice 
were exported. 


(It may turn out that 1979 is the second greatest year 
for rice exports ever) 


The reason that our country can export large amounts of rice 


is that in the 1977/1978 farming year, there were high yields 
for both the second and annual wet rice crops. 


The fact that we are able to export much rice abroad should 
make us proud and happy. 


Because, at least we have an inflow of money into the country 
and this helps to improve the balance of trade and the 


balance of payments, which have been at a disadvantage with 
other countries. 


But these problems have not really improved very much. 
Because, we buy and import goods from abroad, especially 
fuel oil, and imports are increasing. This forces us to 
pay out even more money (from the increased quantities 
imported and the higher prices). 


Although at present there is still no estimate of rice yields 
for the 1979/1980 farming year, it is expected that rice 
yields in 1979/1980 will decline from last year. 
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And, fewer Prang fields will be worked in 1980 than in 1979. 


There will be less Pi rice (rice that will be produced or 
planted during the harvest season between December 1979 
and January 1980) because there was drought during the 
farming season. There may even be drought the entire year. 


The drought has reduced the farming area and the area 
planted has been damaged. This has caused yields to decline. 


The yields for Prang rice (rice that is planted during the 
dry season in areas where there is water) will decline 
because when there is drought, there is little water 
available during the dry season. 


The hope of obtaining water from the irrigation system is 
just a hope. 


The water in the various irrigation dams that were built 
long ago is not in accord with the stipulations. 


Besides the fact thatthe water in the irrigation dams cannot 
produce adequate electricity, there is also not enough water 
to be released to work the Prang fields. 


This has reduced the area for planting Prang rice. 


There may be some people who think that there will be an 
increase in the planting of Prang rice because the higher 
paddy prices in 1980, which the government has announced 
it will support, will stimulate the farmers to grow 

more Prang rice. 


It is true that the higher paddy prices that the government 
has said it will support will stimulate the farmers to 
grow more Prang rice. 


But, the farmers who will be interested in growing more 
Prang rice are the farmers who have fields in areas where 
it is easy to obtain water for use in the fields. 


The investment of these farmers in farming will be low. 
As for farmers who have planted Prang rice in previous years, 
even though the price of paddy will be an incentive, if they 


have to make a large investment they will stop planting 
this rice. 


45 























Because, these farmers may at times encounter the problem 
of fuel oil needed for farming, especially for bringing water 
to the fields. 


Besides the investment of capital in the various aspects 
mentioned above, Prang rice farming requires investments in 
other aspects also. 


The risk of suffering losses from natural disasters in 
growing Prang rice is greater than for Pi rice. 


Put it appears that, as for the paddy support prices that 

the government stipulated during last year's agricultural 
season, those for Prang rice are lower than for Pi rice. It 
is said that the quality of Pi rice is better than that of 
Prang rice. This is because of the dampness of the Prang rice 
(since Prang rice is harvested at the beginning of the 

rainy season), and this causes the quality to be poor. 
Therefore, paddy prices do not stimulate farmers to grow 

this rice. 


The things mentioned above are enough to lead us to believe 
that rice yields in 1980 will almost certainly be lower 
than in 1979. 


While the rice yields in 1980 will be lower: 


Although thenewrice has not yet reached the markets, it 
appears that the Ministry of Commerce has set a target for 
rice sales abroad during this period. The target for total 
sales is 1.215 million tons. 


Of this 1.215 million tons of rice, 615,000tons will be sold 
to Indonesia, approximately 500,000 tons will be sold to 
Hong Kong, Singapore and Malaysia and another 200,000 tons 
will be sold to other countries that are still engaged in 
government-to-government negotiations. 


It is certain that such a quantity of rice must be sold 
abroad. 


Although it is not known how much rice will reach the 
markets next year, we can see that there will certainly 
be less than this year (1979). 


Since the government must sell this quantity (1.215 million 
tons) of rice abroad, the amount of rice that will be 
available for domestic consumption will decrease in 
proportion. 
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This may not have a great effect on the quantity of rice 
abailable for domestic consumption but when such large 
quantities of rice are bought in the country in order to 
sell it abroad, it is likely to drive up the domestic 
price of rice. 


The increased demand for rice has played a part in driving 
up the price of rice. 


This is one reason for saying that next year the price of 
rice will increase. 


Other reasons for insisting that the price of rice in the 
country will increase in 1980 are the following: 


1. AS far as we know, the paddy support prices stipulated by 
the government for 1980 are higher than those for 1979. 


When the price of paddy increases, the price of husked 
rice is likely to increase too. 


Regardless of what measures the government implements to 
keep the price of husked rice from rising too, it is thought 
that the measures will fail. 


Because by maintaining the price of paddy at these high 
levels, themerchants will certainly use this as justification 
for raising the price of rice. 


This is similar to the government's anteeing the price 
of sugarcane at 410 baht per ton. This drove up the price 
of sugar. Even though the sugar that was put on the market 
was produceld from sugarcane, the price was 280 baht per ton 
during the 1978/1979 processing season. 


The rice merchants will probably be like the sugar merchants, 
with very little difference between then. 


This means that they will try to make as large a profit 
as possible. 


2. The number of rice consumers in the country has increased. 


This includes the increased number of Thais who have been 
born. 


This also includes refugees from areas where fighting is 
gOing on, that is, Kampuchea. 
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This will increase the number of rice consumers in the 
country. 


When there are large numbers of consumers, the need for 
rice will increase. People with plenty of money will be 
able to buy much rice and, therefore, the sellers will try 
to raise the price of rice as high as possible. Thus, the 
price of rice must increase. 


3. The increased amounts of money for aiding the refugees 
will raise the price of rice in the country. 


This is because, at present, there are few people aiding 

the Kampuchean refugees and these people have little money. 
The purchasing of food to support these people is limited. 
However, when more people start to help these people 

and more money is provided, the purchasing of food to help 
them will increase and the most convenient place to buy 

food is in Thailand. Also, the basic staple of these peopie 
is rice. When there is more money to buy rice to support 
these refugees, it certainly seems that the domestic price 
of rice will increase. 


As for aiding these refugees, it seems that the government 
prefers money to goods. 


Because, at the least, this money for aiding the refugees 
will generate income for the country. 


This money may be a factor in helping to improve the country's 
balance of payments. 


Foreign governments prefer providing help in this manner 
because it is convenient. They do not have to become involved 
in buying food and sending it from their own country, which 
increases their responsibilities. 


Concerning aiding these “broken home" refugees by sending 
food from abroad, besides the fact that this is difficult, 
the food that is sent may not be in accord with the 
preferences of the refugees and it may be wasted. 





With the foregoing reasons in mind, we can summarize as 
follows: the coming year, 1980: 




















Will be a year when rice is expensive. 


The Thai people must prepare themselves, and ready money, 
for this situation. 


I would like to recommend one way to prepare for the 
situation in which rice will be expensive: 


Practice standing 2 to 3 hours each day. 


When the time comes, [we] may have to stand in queues to 
buy cheap government rice. 
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CASSAVA POWDER TRADE DECLINED IN 1979 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 33-34 
[Article: "Cassava: Not as Delicious as Its Name"] 


[Text] Between the beginning of 1979 and October, the cassava 


situation changed in a basic way from that of last year. 
Last year, Thailand was able to export the greatest amount 
of cassava products ever, 6.3 million tons, and earn the 
greatest amountof foreign currency ever, 10.8 billion baht. 
(This stemmed from the animal husbandry industry in foreign 
markets. In particular, the European Common Market 

has grown satisfactorily and this has increased the demand 
for cassava products fran Thailand. There was also generous 
help from production, which played a supporting role.) In 
particular, at the beginning of the year, exporters speeded 
up the delivery of goods totalling approximately 500,000 tons 
per month in order to satisfy the demands of the European 
Common Market. This caused the price of all cassava products 
to rise rapidly at the end of the first quarter of the year. 
In particular, farmers were able to sell fresh cassavas for 
1.2 baht per kilogram, which was an unprecedented price 

for the past decade and which made the cassava growers very 
happy. This price remained high until the second quarter, 
when it gradually began to gecline. By the third quarter 
the price of fresh cassavas sold by the farmers was at 0.90 
baht per kilogram. 





However, an accompanying result was that cassava yields 
began to decline continuously because of speeding up the 
harvesting of the cassavas, since the beginning of the year, 
for supply to the factories engaged in the large-scale 
production of string cassavas and cassava pellets. After 
that, the farmers had only unripe cassavas to harvest and 
sell to the markets and prices were not as high as they 
should have been because of the low percentage of starch in 
the cassavas. 


At the same time, it was rumored that the quality of the 
cassava pellets produced for export was very poor. That is, 
they contained more than3 percent sand and more than 14.5 
percent water. This stemmed from the widespread adulteration 
of the cassavas and this led to export cassava pellets 
failing to meet the stipulated standards, as can be seen in 
the case of a West German import company. This company 
complained about the 5,000 tons of cassavas that had been 
purchased from Thai exporters during the second quarter. When 
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a final analysis was made, it turned out that 12 to 17 
percent sand had been mixed in, even though the 

Commodity Standards Office had guaranteed that this 
quantity of cassavas contained only 2.3 percent sand. The 
buyer therefore requrested that the price of the cassavas 
be lowered 35 percent and asked that the Ministry of 
Commerce help settle matters. The Department of Foreign 
Trade ordered an investigation to discover the facts. If it 
is discovefed that Thai officials were at fault, they will 
be severely punished. 


At the same time, the cassava buyer in Europe requested that 
the Thai producers change the production of cassava pellets 
to hard cassava pellets in ordc to help reduce the problem 
of cassava pellets turning to powder. Because, in the past 
period, the situation in which the cassava pellets have 
turned to powder during shipment has caused serious problems 
for the people living nearby. The Thai government has taken 
action and has adjusted the standards somewhat. For example, 
it has given permission to use vegetable oil or molasses 

to spray the cassava pellets, with the coating not to exceed 
3 percent of the weight. Besides this, the European 

Common Market has sent to Thailand a team of experts in the 
production of hard cassava pellets and has worked together 
with the Thai Institute of Research and Applied Science. But 
it appears that the desired results have not yet been 
achieved because to produce hard pellets requires a large 
investment. It would be necessary to change the pressing 
Plates and other parts. This has caused uncertainty among 
the producers and exporters as to whether or not this will 
be compensated for by the premium price that the buyers will 
pay- 


In order to make inspecting the quality of the export 

Cassava products more efficient, the Ministry of Commerce 

has announced that the standards of the commodities will be 
checked and there will be a new way of issuing commodity 
standard guarantees for cassava products. The policy is 

to have professional commodity inspectors make the inspections 
and have the Thai Chamber of Commerce be the organization that 
issues guarantees concerning the commodity standards of all 
cassava products that are sent or taken out of the kingdom 
after 15 May 1979. This does not affect trade agreements 

that were made prior to 15 May 1979 and that specifically 
state that the Commodity Standards Office is to make the 


inspections and issue a guarantee concerning the standards 
of the commodities. 




















In the period between January and October 1979, a total of 
3.22 million tons of cassava pellets were exported as 
compared with the 4.73 million tons exported during the 
same period last year. This is a drop of 31.9 percent. 
Important importers include the Netherlands, 2.3 million 
tons; Belgium, 361,478 tons; West Germany, 197,280 tons; 
France, 194,397 tons; and Italy, 145,440 tons. As for 
string casSavas, exports total 168,194 tons, which is 
somewhat less that the 169,875 tons exported during the 
Same period last year. 


However, during the first 10 months of this year, the export 
of cassava po: der has declined. This stems from the fact 
that cassava powder is very expensive this year and this 
has caused foreign markets, especially Japan, to reduce 
their orders and instead buy cassava powder from Indonesia, 
Since the price is lower there. Exports during the January 
to October 1979 period totaled 86,720 tons, which is 56.4 
percent less than the 198,777 tons exported during the same 
period last year. As for exports during the final 2 months 
of this year, the amount exported should reach approximately 
10,000 tons. Thus, for the entire year, the total amount 

of caSsava powder exported from Thailand will reach 
approximately 100,000 tons, which is 57.4 percent less than 
the 234,945 tons exported last year. It would be entirely 
correct to say that 1979 has been a very poor year for the 
Thai cassava powder trade. 
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1979--A GOOD YEAR FOR CORN MERCHANTS 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 35, 38 
{Article: "1979: The Golden Year of the Thai Corn Merchant") 


[Text] Thai corn yields during the 1978/1979 production season 
(May-June) totaled 3.03 million tons, which is 63.8 percent 
higher than last year. As for countrywide corn yields during 
the 1979/1980 production season, the trend is for an increase 
to 3.3 million tons from the 9.16 million rai [1 rai equals 
1,600 square meters] that have been planted in corn. This can 
be compared to corn yields in the United States. According 

to the expectations of the U.S. Department of Agriculture, 

as of 1 August 1979 it was expected that yields would reach 
180.54 million tons, more than last year by only 690,000 
tons. However, corn consumption in the United States will 
increase greatly and this will greatly decrease the amount of 
corn that the United States will export in 1979/1980 as 
compared with last year. 


The situation in the United States has affected corn prices 
on the Chicago market. Prices have risen to unusually high 
levels and in some periods have remained at high levels 

for long periods. During the third quarter of this year, 
United States second grade yellow corn for immediate delivery 
was selling for $105 to $110 per ton, as compared with an 
average price of $89.93 per ton in 1977. 


As for the fluctations in the price of Thai corn in 1979, 

it if felt that [prices] have been at the highest levels 
ever in the history of Thai corn trading. The price of corn 
that has been sold and sent to silos (not bagged) has, during 
the first 10 months of 1979, averaged 155.90 baht per 

60 kilograms as compared with the average price of 126.44 
and 122.52 baht per 60 kilograms during the previous 2 years 
respectively. The average price was highest during June, 
reaching 181.90 baht per 60 kilograms, and the price of corn 
has remained at approximately 140-150 baht per 60 kilograms 
all year. 


As for the price of corn exported to foreign countries, it 
appears that prices have been greatly invluenced by the 
Chicago market. It is possible to export corn at higher 
prices than last year, considering the lowest export prices 
in the control announcement of the Department of Foreign 
Trade. The average price during the first 10 months of 1979 
was $135.53 per ton as compared with an average of $113.81 
per ton during the same period last year. 
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What benefits have the corn farmers received from the recovery 
of the Thai corn market abroad and from the government's 
Year of the Farmer? It must be admitted that, this year, 
the corn farmers have had an opportunity to sell more of 
their produce than in privious years even though the price 
of corn supported by the government (by the Farmers’ Market 
Organization) was set at 2.20 baht per kilogram (or 132 baht 
per 60 kilograms). This is lower than the market price but 
the farmers have had a chance to sell their produce and 
make a substantial profit for the first time in decades, 
with the exception of farmers who are in debt to middlemen 
who have loaned them money. They may have to pay their debts 
first and then start over next year. 


As for the corn trade this year, this is the first year 
that the Ministry of Commerce has made a thorough 
rivision of the corn trading policies, especially those 
relating to the trading of corn with regular markets such 
as Japan and Taiwan. Because, there is much criticism that 
they are always taking advantage of us. 


At the beginning of June 1979, Mr Op Wasurat, the minister 
of commerce, Stated that it is still the policy this year 
to sign contracts to sell large quantities of corn to the 
Janapese and Taiwan markets. As for other markets, things 
will be controlled by setting export quotas for the 
exporters On a case by case basis. Not until after the full 
amounts of corn have been sent to the regular markets will 
free trading be allowed. But in fact, the setting of quotas 
for the exporters this year is much different from privious 
years. Because, the government will set the export quotas 
approximately 2 to 3 months in advance so that the exporters 
will have a chance to find markets more freely. 


Similar corn sales agreements have been bs ym with Japan 
and Taiwan. The Chamber of Commerce of Thailand, in its 
capacity as representative for the Thai corn merchants, has 
completely changed the method of calculating export prices. 
It has stipulated that the price of corn that Japan and 
Taiwan pay for corn from t:he United States and other places, 
the price of corn in Thailand and Thai export and import 
prices will all play a part, in addition to the price of 


corn on the Chicago market, which we already make regular 
use of. 








As for the quantity of corn to be sold to Japan and Taiwan, 
it has been proposed that 400,000 to 600,000 tons be sold to 
Japan and that 300,000 tons be sold to Taiwan. A conference 
will be held in order to stipulate prices 60 days prior to 
shipment and give the buyer a chance to stop the sale within 
a certain period if he is not satisfied with the price 
proposed by the seller. 


The result of giving the buyers a chance to negotiate the 
prices in each period is that Taiwan has indicated that it 
does not really want to buy Thai corn. Three times, it has 
requested that the delivery of corn be concelled, in 

October and December 1979 and in January 1980, for a total 
of 170,000 tons. As for Japan, it has a genuine need to 

buy Thai corn but it requested the concellation of a sale 
in November, amounting to 130,000 tons, because it felt that 
the price proposed by the Thai side was too high. 


It may be objected that Thai exporters have been caused a 
great deal of trouble by having allowed Japan and Taiwan to 
cancel the sale of corn, totaling 300,000 tons to date. 
Concerning this matter, high-level news sources in the 
Ministry of Commerce have disclosed that 1979 was a golden 
year for Thai corn. We do not have to worry about not selling 
all the corn. The Thai corn yield this year totaled 3.3 
million tons. Excluding the 1.2 million tons consummed 
domestically, there was approximately 2 million tons remaining 
for export at a time when the need of various countries 

for corn for use as animal feed totaled more than 10 million 
tons per year. Exporters can certainly sell all the corn to 
foreign countries and receive an even higher price for it 
than on the Japanese and Taiwan markets. 


At the beginning ofAugust 1979, corn trade circles were very 
interested in reports of corn sales by the Thai Fa Company 
(1968) Ltd. Because, it seems that this company was able to 
negotiate the sale of 50,000 tons of corn to the Soviet Union 
at a price of $168 per ton. This appears to be the highest 
price ever in the history of corn trading in Thailand. It was 
Stipulated that the corn would be delivered between August 
and October 1979 and, at present, the Thai Fa Company 

has delivered the full amount of corn to the buyer. 


On the Hong Kong, Singapore and Malaysian markets, the price 
of Thai corn has risen to unusually high levels. At the 
beginning of the 1979/1980 corn sales period, the general 

















price was $135 to $145 per ton. In the Middle East, Saudia 
Arabia, Kuwait and Iraq have proposed buying Thai corn 

at a price of $155 per ton (bagged). It is estimated that 
the price of Thai corn in 1979 will average approximately 
$140 to $145 per ton as compared with the 1978 price of 
only $105 to $110 per ton. 


If we look at the fluctuations in the price of Thai corn 
abroad and the price of corn on the Bangkok market in 1979, 
we will see that the government guaranteed price of 2.20 
baht per kilogram (equivalent to 2,200 baht or $110 per ton) 
seems very far from the price that the middlemen and 
exporters are receiving. 


The year of 1979 has been a golden year for Thai corn 
merchants only. As for the corn farmers who produce the 
goods for the markets, nothing has improved. 
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BRIGHT FUTURE FOR NATURAL RUBBER 


Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 39-40 


[Article: "Rubber: A Good Future"] 


[Excerpts] Excluding rice, which is an economic crop that has fed the 
Thai people for a long time, it seems that the other dominant 
agricultural crop at present is natural rubber, since it is 
Thailand‘*s second leading source of income. The export 

value last year was 8 billion baht. In the past, rubber was 
the leading source of income for Thailand in 1973. However, 
in years after that, rubber fell in importance, not because 
of a deterioration in the natural cubber industry but 
because other crops such as rice and cassavas had very high 
production growth rates and this inevitably caused the export 
of these crops to increase. 


Actually, the rate of growth of rubber production and trade 
increased constantly at approximately 9.8 percent per year 
during the 1975 to 1979 period. This year, it is estimated 
that Thailand will be able to produce record amounts of 
rubber and export approximately 510,000 tons valued at 
approximately 12 billion baht. It is espected that rubber 
will be able to maintain its position of importance as the 
second leading export this next year because, based on export 
statistics, it appears that in the period from January to 
September this year, Thailand exported a total of 394,648 
tons of rubber, which is 12.1 percent more than the 352,182 
tons exported during the same period last year. As for 
exports during the final quarter of this year, another 
115,352 tons will be sent in order to reach the goals 

set. This is probably not far from the truth or it may be 


somewhat higher than the estimated figures if the situation 
here and abroad permits. 


At the same time, in the case of Thailand, the Ministry of 
Agriculture and Cooperatives foresaw the great importance of 
natural rubber because it provides a living for millions of 
people, besides being a source of foreign currency. Thus, the 
policy is to help the people in the south and in the east 
further expand the present area of 9.6 million rai. Besides 
the rubber planting project of the rubber plantation support 
fund, the goal is to plant good varieties of rubber trees 

in place of the native varieties. This will be done at a 

rate of approximately 300,000 rae per year during the 


period of the Fourth National Economic and Social Development 
Plan (1977-1981). 
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PROBLEMS OF 1979 LUMBER SITUATION RE-'TEWED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 41-43 
[Article by Dr Amnuai Khowanit: "The Lumber Situation in 1979"] 


[Text] During the past year of 1979, the lumbering situation in 
Thailand has not been very bright. This is because the 
government announced a policy of reducing tree felling 
operations 50 percent in the forest concession areas. 


Theamount of timber produced from the various concession 
forests was once around 3.5 million cubic meters per year 
but this has now declined to approximately 1.75 million cubic 
meters. This is not enough to supply the sawmills in 
Thailand. There are about 475 sawmills in Thailand and each 
one needs an average of 40 cubic meters of timber per day 
toproduce lumber. The sawmills are in operation 

about 20 days per month and, therefore, each year, each 
mill requires 9.600 cubic meters of timber. When the timber 
needs of all the milis are added together, each year, 
approximately 4 million cubic meters of timber are needed 
to supply the sawmills. Even when it was still possible to 
cut trees as usual,the amount of timber produced was not 
enough to fulfill the needs of the sawmills. And, the 

50 percentreduction in the lumbering area has further 
increased the shortage of timber for supply to the sawmills. 


Actually, the amount of timber that was cut began to 
decline about 2 years before the government announced its 
policy of reducing the lumbering area. At that time, the 
forests in the Northeast, which is an area with several 
timber producing areas, stopped lumbering operations because 
of an order from the military authorities to close the 
forests. Concerning this closing of the forests, the 
lumbermen hoped that the suthertties would reopen the 
forests for lumberingoperations when the various situations 
improved. When the government stipulated its policy of 


reducing the lumbering area by 50 percent, the hopes of the 
lumbermen came to an end. 


When all the lumbermen learned of the government's 

policy concerning reducing the lumbering area, they looked 
for a way to order lumber from abroad in order to satisfy 
the needs of the domestic markets and ordered both logs and 
cut lumber. For the most part, the timber that was ordered 
came from Malaysia, Singapore and Indonesia. As for the 
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logs, all of the sawmill owners tried to order logs for 
their own mills. This led to competition between them and 
this in turn led to an increase in the price of timber 
toward the end of 1979. The price of logs, the quality of 
which was lower than that of our Gurgun oil trees was $160 

per cubic meter, F.0.B. at Malaysia or Indonesia. If freight 
charges and othe expenses are included, by the time the 
timber reached the mills in Thailand the price was $200 
per cubic meter or approximately 4,000 baht. This is higher 
than the price of good-quality Yang tree timber in this 
country, which is presently priced at approximately 2,500 
baht per cubic meter. 


The truth is that the use of timber from abroad will have 
a good effect on industry because most of the imported 
timber is green timber. If the bark is removed for use as 
veneer in order to create a plywood industry, the ratio of 
the veneer will be higher than for domestic timber, which 
is dry timber and usually the surfaces are ruined. Or if 
timber from abroad is imported and turned into lumber, the 
lumber ratio will be higher than for lumber produced from 
domestic timber since the timber from abroad is green 
timber as mentioned above. 


However, even though timber from abroad results in greater 
industrial production than domesitc timber, about 15 
percent greater, when the price of foreign timber is 
compared with that of domestic timber, we find a price 
difference of about 40 percent, and, therefore, its price 
is not very good. Buying timber abroad and importing it 
aS a raw material for industry does have one advantage: 

it makes it possible to use the labor in the country, and 
the scrap lumber left over from industry can be used as 
other types of raw materials. 


There is one thing that should be remembered. Timber that 
is imported and used in Thailand is, for the most part, 
timber that is less durable. Therefore, when it is imported 
and used as a construction material or used in other 
industries, the quality of the construction or goods will 
also be lower. Thus, the timber that is imported from 
abroad should first be treated chemically before it is used 
in construction. Otherwise, there will be bad results for 
the consumers and for the economy in general because this 
timber that is imported is not durable and foreign currency 
will have to be spent to replace it more often. 
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As for lumber in 1979, lumber was bought from Malaysia, 
Indonesia and Singapore and imported into Thailand in large 
quantities. The buyers were more often owners of lumberyards 
than owners of sawmills. The lumber that was ordered 

abroad waS uSually imported into Thailand in ungraded form, 
that is, lumber that has not yet been graded by quality. 
This is called “ungraded quality” because it is cheaper. 
The lumber imported for use in Thailand had a Bangkok 

Port C.1.F. price of approximately 50-60 baht per cubic 
foot while hard wood lumber cut from Thai timber had an 
average price of 120-150 baht per cubic foot. The lumber 
bought abroad and sold on the Thai market at an average 
price of 90-100 baht per square foot forced the price of 
lumber cut from Thai timber down to 100 baht per cubic foot. 


However, the lumber pruchased abroad has disuppointed many 
of the buyers because it is not durable. It can be used only 
3 to 4 years and, in addition, it is of ungraded quality, 
meaning that it was not graded beforehand. Therefore, some 
of the lumber is below standard, that is, some of the sizes 
are not standard and the lumber is knotty, it has sap and 
termite holes and it is rotten. Therefore, the lumber 
purchased abroad is not strong or durable and is not 
suitable for use in the construction of permanent buildings. 
The truth is that only ifthe lumber imported from abroad 
has been graded and has been treated chemically to protect 
it from termites and fungus can it be used in the 
construction of various types of permanent buildings. 


Because the lumber merchants want to buy lumber at a low 
price, they have purchased ungraded lumber and this has led 
to more bad results than good results. Substandard lumber 
cannot be used to construct buildings in the countries 
where the lumber comes from because these countries have 
laws prahibiting its use. When Thailand agreed to buy this 
lumber, it became a large market for these neighboring 
countries and they had a good chance to get rid of their 
substandard lumber. 


Two years ago, a technical conference was held in Singapore. 
The representative from Singapore told the conference that 
Thailand was the second largest market behind middle 
eastern countries in the purchase of substandard lumber 
from Singapore. 


Singapore is a country that does not have its own forests. 
Singapore’s raw materials for the forest industry must all 
be purchased abroad. Sawmills in Singapore must purchase 














timber from Malaysia, Indonesia and the Philippines in order 
to produce lumber. After they have turned the timber into 
lumber, they select the good-grade lumber for domestic use. 
The substandard lumber is exported and sold abroad and 
Thailand is one of Singapore's important markets for getting 
rid of such lumber. And, other countries buy this type 

of lumber and sell it to us also. 


Such methods as this cause the hard wood markets to tremble. 
Buyers who have used such lumber will not buy any more, 
which is illustrated by the fact that in 1979 purchases by 
the people have declined and construction has not increased. 
Besides this, all these lumber merchants must depend on 
credit from the banks and the banks have become more careful 
in granting credit for the lumber trade and are asking that 
debts be repaid. People with much foreign lumber on hand 
are trying to lower prices in order to earn money to repay 
their bank loans. But lumber is not selling very well and 
the situation is becoming worse each day. This has caused 
many lumber merchants to make preparations to close their 
businesses by the end of 1979. 


Another reason why the owners of the sawmills have had to 
find ways to buy timber for their mills is that the lumber 
cannot be sold right after it has been cut and the money 
that has been invested cannot multiply. That is, the new 
government regulations stipulated that each sawmill must 
keep the lumber that is produced each year for at least 

180 days, otherwise the government will not renew their 
licenses for the following year, which would mean that they 
would have to cease operations. This order of the government 
has forced the sawmill owners to actively seek timber for 
their mills, especially toward the end of the year, so that 
the timber that is cut reaches the full age of 180 days. 
Otherwise, they will not have their licenses renewed. 

During this period, the sawmill owners cannot be “choosy” 
and this is one reason why the price of timber has increased. 
Afterwards, the price of timber will fall again after the 
first of the year and the sale of timber will virtually 
cease just before the start of the Chinese New Year, which 
is the time when most of the sawmill owners settle their 
accounts. 


It can be seen that the sawmill owners are twice in an 
uncomfortable position: at the end of the calendar year 
when tine banks ask for the repayment of debts and just 
before the start of the Chinese New Year. 
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Concerning making lumber in Thailand, workers with adequate 
knowledge and skills must be used because our lumber comes 
in various standard sizes and lengths. The equipment used 
in fashioning lumber is still old-fashioned and, therefore, 
there is much waste in cutting lumber. If unskilled people 
are employed, the waste will increase greatly. For this 
reason, the owners of the sawmills try to support their 

own workers because if the sawmills cease operations 
[temporarily], it will be impossible to find skilled workers 
to replace them. Therefore, the owners of the mills try to 
find enough timber for their mills in order to have wood to 
cut each day or enough to meet the deadlines stipulated 

by the government. 


It is well known that, concerning this industry, if there 
are not enough raw materials to match the capacity of the 
milis, initial production investments will be high. Most of 
the sawmills are in this situation and because of this the 
price of lumber on the market is high. When the price of 
lumber is too high,people cannot buy it and [the mills] 
have much lumber in stock. This creates problems for the 
Sawmill owners becaise they do not have revolving capital 
and they cannot open accounts at the banks. 


Looking at the production of finsihed lumber for export 

in 1979, we see that little progress was made. It was a very 
slow year because all the owners of the mills had to take 
time to make adjustments after the government suddenly 
forbid the export of lumberto foreign countries. At the 
end of 1976, the improvements made by the mill owners took 

a fairly long time because they had to invest in 

expensive equipment. Besides this, the export of goods 
depended on the quality [of the goods] and the export of 
types of goods popular th foreigners. 


It must be admitted that it will take a long time to 
improve the production of quality goods and our marketing 
techniques]. In fact, it is still very possible for 
industries that use scrap lumber, both from the sawmills 
and from the forests where trees are cut. However, the 
government regulations currectly in force do not provide 
support to help these types of industries make progress. 


If the government provides help and promotes the industires 
that use scrap lumber as raw materials, this will be one 
way to conserve and increase our forest resources that are 
presently becoming depleted because, at present, in 
conducting forestry operitions we only take out only the 
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logs and throw away the tree tops and bases, throwing away 
up to 60 percent of a tree. And when the logs are taken to 
the sawmills or lumber yards, we waste up to 50 percent of 
the logs during the processing. That is, from the logs, we 
get only 50 percent as finished lumber. As for the other 

50 percent, it is converted into slabs of firewood, 
shavings and other things that cannot be used. If we could 
take the wood that is left over when trees are cut down and 
take the scrap lumber from the sawmills and use it as a raw 
material for factories, we could obtain more raw materials 
than the present number of logs that we take out of the 
forests and it would not be necessary to cut more trees. 


And, we could perhaps reduce the amount of timber purchased 
abroad. 


Another factor is that, at present, the gover: mt is 
speeding up the afforestation of lage fores * 1 million 
rai per year at present. We can obtain at le : 5 cubic 
meters of scrap timber from each rai of land oat is 
prepared for afforestation. We will thus have an 
additional 5 million cubic meters of scrap timber per year 
and this is enough for several dozen more factories that 
use scrap wood as raw materials. 


Improving the forest industry factories in the country 
should be considered because this concerns the whole 
national economy. The forestry in our country leans 
heavily toward the lumber industry. We have a total of 475 
Sawmills and each sawmill has equipment that is somewhat 
outdated. Usually, circular saws are used to cut the 
timber. The use of these circular saws has been prohibited 
by some foreign governments and band saws are used 

instead because in using circular saws to cut wood, there is 
great deviation from the true line and each cut is off 
approximately 0.5 centimeters. If band saws are used, the 
cut will be off by only 2 millimeters. If circular saws 
are used often, the wastage will probably be great. If we 
consider the number of sawmills in the country, the 
wastage is likely to reach important proportions for the 
economy of the country. 


Another factor is that in cutting wood, we still use 
methods that have been used for a long time, with each 
mill using many “de” saws. Besides causing more waste, 
larger investments will be required also. 
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lf the things mentioned above are to be corrected, we must 
depend on the government, which is the “middleman.” The 
government should build a model sawmill and conduct training 
seminars. Making sawmill plans and using saws and cutting 
the wood correctly will reduce the wastage in cutting wood 
and have a qood effect on the entire national economy. 


As for the excess number of sawmills, some sawmills should 
be combined and established as integrated forest industry 
factories so that factories that make use of scrap lumber 
are located in the same areas as the sawmills. This will 
solve the problem of having to transport raw materials to 
the various factories, which creates difficult problems 


concerning transportation and operating capital such as 
occur each day now. 


These problems can be solved if the government estabiishes 
an integrated forest industry factory as a modle. If 

this is done, our forest industry will probably make 
progress equal to that of neighboring countries. 
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SUGAR SITUATION FOR 1980 SAID NOT BRIGHT 
Bangkok SIAM Ka’ SPECIAL ISSUE in Thai 1979 pp 44-45 
[Article: "The Thai Sugar Crisis of 1979/1980") 


[Excerpts] Who would have thought that Thailand's sugarcane and 
Sugar industry, which hit bottom at the end of 1978, 
would easily recover at the end of 1979? 


Stated simply, throughout 1978, government committees gave 
attencion to sugar production and distribution policies. 
They were worried that sugar would flood the domestic 
markets and that exports to foreign countries would exceed 
the quota of 1.02 million tons set for us by the I.S.A. 
The concern was over the fact that the price of sugar on 
the world market last year had fallen to a low level. The 
price of raw sugar on the London market was only 80 pounds 
sterling per ton at the end of 1978 and the beginning of 
1979. The government therefore hurried to announce a policy 
of controlling the sugarcane growing areas by having the 
farmers grow sugarcane in limited areas in order to reduce 
the sugarcane yields to only 21 million tons. As for the 
remaining area, the Bank for Agriculture and Agricultural 
Cooperatives was permitted to extend credit to the farmers 
to stimulate them to grow other crops instead. 


The Thai sugar situation during the first three quarters of 
1979 was still in a worrisome state of change. The price of 
Sugar on the world market constantly stayed below 100 pounds 
per ton and this caused the price of white sugar sold 
domestically to decline too. Many sugar dealers in our 
country felt that the reason for this was that we had 
become to tied to the 1.S.A. even though the I.S.A. did not 
have any measures at all for helping the world sugar market 
to recover. 


Like sugar producers throughout the world, we blamed the 
United States government for hesitating and failing to 
decide about ratification [of standards] by the International 
Sugar Association and even delaying things until the 

middle and end of 1979. A report from the International 
Sugar Association conference held in London during the 
middle of November stated that the United States had 
requested a postponement by the I.S.A. until next April. 
With this, many countries gave up hope for I.S.A. standards. 
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Along with the changes that brought good results for the 
Sugar producers in our country, including the government's 
1979 Year of the Farmer policy, the sugarcane growers 
throughout the country have joined together in asking the 
government to guarnatee the price of sugarcane at 450 baht 
per ton this year (by submitting figures showing sugarcane 
production costs to be 387 baht per ton) and the cabinet 
agreed to guarantee the price of sugarcane at 410 baht per 
ton in 1979 at a conference held on 6 November 1979, 


The next thing of importance this year as far as the 
Sugarcane farmers are concerned is that Thai sugarcane 
yields in 1979/1980 may decline to unusually low levels. 
The Sugarcane and Sugar Institute estimated at the beginning 
of November 1979 that sugarcane yields throughout the 
country would total approximately 16.12 million tons as 
compared with the 20.24 million tons of last year, a 

30 percent reduction. Dr Praphrit Na Nakorn, as spokesman 
for the sugarcane and sugar industry, stated that the 
“drought at the beginning of this year greatly reduced 
Sugarcane yieldsin Thailand. It is expected that sugar 
yields will reach only 1.3. million tons. Subtracting the 
650,000 tons consumed domestically, there will probably be 
only 750,000 tons for export and sale abroad as compared 
with the I.S.A. quota for 1979 of 1.2. million tons. This 
is a great loss for the Thai economy." 


Since the beginning of October 1979, there have been serious 
shortages of white sugar in Thailand. Much of the white 
Sugar that is controlled by middlemen has been hoarded 

in order to make a profit since most of the merchants 
believe that the government will have to adjust the control 
price of white sugar in the country before the end of the 
year. At the beginning of October, the price of white sugar 
sold at the various markets was approximately 8 to 10 baht 
per kilogram and had risen to above 10 baht per kilogram by 
the end of October as compared with the government 
controlled price of 6.5 baht per kilogram. 


The Ministry of Commerce has not yet dared make the decision 
toimmediately adjust the domestic price of sugar because it 
is well aware that there are still large quantities of sugar 
in the hands of the middlemen. On 23 October, the Ministry 
of Commerce announced that merchants holding more than 

10 bags (1,000 kilograms) of white sugar must report the 
quantity held and the place where it is stored to officials 
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of the Domestic Trade Department. This was done in order to 
force them to buy and sell at the control price for the 
public in general. This, as everyone knows, was a method 
that achieved absolutely nothing. 


The interesting thing that happened in the sugar mills at 
the beginning of November was that the sugar mills 

proposed that the government spend money to help the sugar 
mills at a rate of 30 baht for each ton of raw sugar produced 
for export. Otherwise, the sugar mills would not 

cooperate in buying sugarcane from the farmers at the 

price guaranteed by the government. 


The problem of a shortage of white sugar, higher prices 

and guaranteed sugarcane prices had not been 

resolved by the government by the end of 1979. The 
Thai sugar situation in 1980 does not, therefore, look very- 
bright. 


A Comparison of Domestic and Foreign Sugar Prices 


Wholesale prices on the 
Bangkok market 


Delivery prices on the 
London market 


(baht/bag) (pound/ton) 
1978 979 978 1979 

January 507.14 457.50 122.05 94.68 
February 506.50 457.50 124.10 101.50 
March 518.15 476.71 127.83 103.55 
April 508 .00 521.58 141.68 96.10 
May 508 .93 517.74 127.91 97.55 
June 491.20 518.45 114.50 100.76 
July 498.55 547.00 106.62 98.25 
August 508 .41 553.00 108.54 101.14 
September 522.50 572.00 104.32 113.75 
October 523.33 628 .00 99.67 141.52 
November 479.50 -- 96.33 -- 
December 446.00 -- 107.00 -- 
Average 501.52 524.95 115.04 104.88 


Source: Department of Domestic Trade and Reuters News Agency 
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PROBLEMS IN MINING INDUSTRY OUTLINED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 47-48 


[Article by Prince Phryadit Disakun: "Minerals: An Uncertain Hope for 
the Future”) 


{Text] From the point of view of age, the Thai mining industry is 


a very old industry; it is as old as the Department of 
Earth Resources, which is now 86 years old. It is older than 
the Ministry of Industry, to which it is subordinate, since 
the Ministry of Industry is not yet quite 37 years old. 


The progress and development of the mining industry is 
worth studying because it provides many examples, both good 
and bad, for the people of today and the future and it well 
reflects the social and economic situation of the past so 
that we can move on to solving problems, correcting things 
and improving things in the future. Therefore, the problem 
iS to what degree we are willing to accept the facts and 
how we will interpret them. We must agree that it is 
important that any analysis be based on the facts if it is 
to yield correct and complete results. The matter of the 
mining industry is the same. 


In assessing the total production of the nation, it is 
generally customary to separate the mining industry from 
the other industries. This is done because the history and 
structure of the mining industry are somewhat different 
from the [history and] structure of the other economic 
sectors. It can be said to have its own specific structure 
that is unlike that of any other sector. Also, there are 
only a limited number of people who are knowledgeable about 
mining problems and these problems require specific 
technical procedures to solve them. Otherwise, this will 
be like giving a sick person the wrong dose of medicine, 
the result being that besides not curing the patient, there 
is risk that the patient will die. 


Each day, people argue: “Does our administrative structure 
still depend on higher units,” "do we need to give orders," 
“do we need to make decisions” and all the other things 
coming fromthe authorities. In particular, if it is a 
policy, people must obey the orders of the government. The 
confusion about such things is always a serious problem for 
all governments. I would like to state that the present 
problems of our country stem from this. 
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It has already been mentioned that the mining industry 
involves processes unlike those in other sectors. The 
problems and thinking concerning mineral resources are 
very narrow. Thus, as long as there are still false 
impressions, it will be difficult for the mining industry 
in Thailand to grow. It is well known that Thailand has 
great potential concerning minerals. The many reports of 
the researchers and specialists from various groups are 
evidence of this. 


The first thing that has caused problems up to the present 
is the way of thinking that objects to speeding up the 
production of mineral resources but that instead wants to 
preserve them so that when other countries have run out of 
minerals we can obtain higher prices. This way of thinking 
was widespread at one time and had certain purposes but it 
is not very widespread at present. This problem must 

be clarified first before moving on. 


We must first understand that the mining industry is the 
only industry that gives high and unlimited profits, except 
that there are risks. These profits are the thing that 
economists call increased value. Regardless of whether it 
is a capitalist or a socialist system, these profits are 
desired. The only thing different is in the theory of 
capital control. The developing countries that must 
depend on foreign loans to expand their primary economic 
structures must obtain advice from the international 
financial ins citutions. This is the first factor that 
hastens the development of the country‘s mineral resources 
if it appears that there is adequate potential for this. 
Because, not only will the country be able to repay all 
its debts but it will also be able to reduce the taxes of 
the people in the country. Inflation will subside and be 
controlled and the balance of trade disadvantage, which is 
the mark of a developing country, will improve. 


Concerning the promotion of investment in mining during 
the past year, there has been a political reaction on the 
part of some people in opposing groups. The writer has 
tried to gather together the objections and analyze then, 
all of which can be classified under one major objection, 
which is that “minerals are substances that will not decay. 
It is not necessary to hurry things so that foreigners can 
come and reap the benefits alone. Therefore, the minerals 
should be preserved for future generations of Thais." As 
for this objection, if it is not a consequence of 
political ideals, the answer should probably be as follows: 
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The competition in the free world or a lack of means of war 
have led to new inventions and required the use of minerals 
or even the use of other synthetic materials, such as the 
use of aluminum to make cans instead of using attractive 
ironware or tin plated ironware since these cans can 
preserve food without having any bad effects and they can 
be recycled, as Japan is doing. Or there is the use of 
synthetic quartz crystals in the electronics industry since 
this material gives better results than natural quartz 
crystals, which is difficult to find in a pure state. The 
preservation of minerals for future generations because of 
not knowing their value or making surveys first is an 
obstacle to social development in the rural areas because 
rural society must constantly make progress, especially 
rural societies that are agricultural societies. 


On the contrary, we should speed up mineral exploration in 
a serious and broad manner in order to be able to make 
correct agricultural development plans as Malaysia has done. 
[I] believe that minerals are of great economic significance. 
Any place that does not have minerals or that has depleted 
its minerals will be included in the next agricultural 
development plant. As for Thailand, the resource use 

policy is not in accord with this and this is one reasn that 
has given rise to interruptions. The economy of an agricul- 
tural country fluctuates "with the weather." In particular, 
consumer articles are dependent on foreign markets in the 
Situation in which it is a buyers’ market. Mineral resources 
are international raw materials that are always in demand. 
Maintaining a balance so that they form a source of foreign 
currency is a necessity. Making large profits depends on 
government policies and on whether giving payment for the 
risks taken is important. However, as for the distribution 
of the profits, this comes from the increased value and not 
from the value of the mineral area because investments must 
be made. However, it is the government that makes a profit 
every time, regardless of whether these businesses make 


profits or lose money, the government profits coming from 
the selling of concessions. 


Income distribution is a way of thinking of a modern society, 
whose population is increasing continually, and, in 
particular, it is a way of thinking regarding natural 
resources that have been wasted, like minerals in former 
times. Such thinking was separated from the real situation. 
Mining waS a very risky venture and there were many ways to 
to bankrupt; as the proverb says : In playing with minerals, 
it is easy to lose your shirt." And, mining was risky for 
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the countryside and there was danger of disease. And, the 
chance to make a living was very limited in those times. It 
was not necessary for people to understand the truth [ about 
minerals]. It was just an adventure for different groups. 
Whoever had more money and greater technology certainly had 
an advantage. It is strange that this way of thinking 
occurred only in countries that had a free economic systen. 
Countries that have modern societies are not like this 
because all businesses belong to the government. As for 
Thailand, this way of thinking is prevalent today but there 
is as yet no systen. 


Investments can be lost completely. Prices of minerals 
fluctuate and the price of some minerals is not mough to 
cover transportation expenses. Some people lose money while 
others make more and more money on minerals that keep 
rising in price. These are the real obstacles that those 
engaged in mining face and, thefefore, the number of 
people who invest in mining decreases continually. This 
will be the case if policies to solve these problems 
Simultaneously are not formulated soon. The number of 
people making a living through mining will increase 

in proportion and these people will not take any 
responsibility for the mining industry. We should think 
about whether the mining industry has a bad image because 
of the people mentioned above. From past events we can see 
that the mining activities of influential people will 
expand continually until the point where the government may 
not be able to do anything because everyone in this group 
will take all the profits for themselves without giving 
any thought to the damage they are doing to the country. 


In particular, there is much illegal mining in the south. 
The people engaged in this illegal mining do not follow 
any of the technical principles and take only the 
minerals with a high price. As for other minerals that can 
be used to good advantage in the future, these people will 
not mine them. Even tin, which has been mined in the past, 
is not mined to the utmost, only about 60 percent being 
mined. The remaining amount goes into the sea and this 
harms the economy and manpower without any benefits. However, 
even though in 1979 [tin] mining will have the second 
highest figures in the world, it is speculated thatif we 
continue to allow people to do business through using 
fnfluence, some day in the future, these statistics will 
fall drastically. 
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As we can see, since the beginning of 1979, in tin mining, 
production has reached approximately 30,000 tons as 
compared with the 27,000 tons produced during the same 
period last year. If we consider this in terms of money, 

it amounts to billions of baht, not including the ore 

mined illegally. However, it is expected that in the future 
the production or price of minerals will change, either 
increasing or decreasing. This will depend on the control 

of all aspects, including technology and government laws. 

In summary, the projits of the Department of Earth Resources 
during the first 6 months of 1979 totaled 6.364 billion 
baht, an increase of 38.8 percent as compared with those of 
the same period last year. The value of exports during the 
first 6 months of 1979 reached 6.809 billion baht, an 
increase of 55.8 percent as compared with the same period 
last year. The income of the mineral concession areas during 
the first 6 months of 1979 reached 1.6904 billion baht, an 


increase of 48.1 percent as compared with the same period 
last year. 


Thus, I really believe that, based on the figures of the 
Department of Earth Resources that were announced and 
compared as above, the mining industry in Thailand will 

have to move forward at great speed concerning both 
production and prices. However, do not expect too much 
because if mining activities are carried on without knowledge 
or only to make a day-to-day living, these figures may 
decline drastically. 
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CRISIS IN, PROPOSALS FOR CEMENT INDUSTRY OUTLINED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 49-51 


[Article by Technical Department, Thai Farmers’ Bank: “Cement: A Storm 
That Has Not Yet Passed By™] 


{Excerpt] Because the government has controlled the retail price of 
cement during the period mentioned, the producers have 
complained that the profits they have received from 
adjusting the cement prices are very low and, therefore, 
there is no inducement for the producers to make plans 

to expand production. The capabilities for improving 
production techniques in order to increase production are 
very slight. 


Before 1976, besides being able to produce enough cement to 
satisfy domestic needs, Thailand had large surpluses that 
it exported abroad. The cement exported had a value in 
excess of 50 million baht in 1961, and in 1974 the value 

of the cement exported reached a record level of 650.5 
million baht. After that, the value of the cement exported 
leegan to fall continually. Cement exports were valued at 
approximately 511.3 million baht, 378.9 million baht, 

217.2 million baht and 32.5 million baht in the years 1975 
to 1978 respectively. 


The important factors that have caused the value of cement 
exported and sold abroad to decline continually may be 
summarized in the two following important points: 


1. The demand for cement in Thailand has increased 
continually at an average rate of approximately 12.8 
percent per year (between 1961 and 1976). 


2. No consideration has been given to expanding cement 
production in the cowmtry since 1976. 


For these two reasons, not only did the export of cement 
decline but shortages of cement also began to be experienced 
in the country because the domestic use of cement to 
increase at a rather high rate as mentioned. In particular, 
in 1976, the rate of use increased 16.4 percent. The 
following year, the rate of use increased 23.2 perc@mt. The 
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reason that the demand for cement increased at such a high 
rate during the 1976-1977 period was that the economy was 
in a period of recovery after the oil crisis of 1973-1974 
(at that time, there was stagnation throughout the 
construction industry. During the period 1973-1975, the 
rate of use of cement increased an average of only 6.4 
percent per year). 


1978: The Start of the Crisis 


Even though the cement “storm” had begun to brew several 
years earlier as mentioned, neither the government nor the 
producers gave any serious attention to implementing measures 
to put an end to the problems. Then in 1978, Thailand 

began to experience its most serious shortage of cement 

since the cement industry first began operations in 1915. 
Shortages reached 330,000 tons, with a foreign currency 
value of approximately 368.5 million baht. (In 1978, the 
domestic consumption of cement was approximately 5.37 million 
tons, an increase over the previous year of approximately 
13.0 percent while production was at 5.04 million tons.) 


Although shortages in the domestic production of cement 
began to appear in 1976, the government did not formulate 

a policy to promote the expansion of production or to 

build additional new cement plants. Only after another year 
had passed did the government announce a policy of promoting 
investments in cement production. It began to accept requests 
for promotion of investments in cement production on 

3 August 1977. At this stage, a full year had been wasted 
before companies requested the promotion of investments 

in accord with the stipulations of the committee. A total 

of five production companies made requests. The two older 
companies werethe Thai Cement Company LTD., which requested 
to expand production another 2.05 million tons per year 

with an investment of 2.472 billion baht, and the Nakhorn 
Luang Cement Company LTD., which requested to expand 
production another 1.5 million tons per year with an 
investment of 2 billion baht. As for the three new producers, 
the Thai Industrial Cement Company LTD. requested permission 
to start production at 0.8 million tons per year with an 
investment of 825.4 million baht. The Mabunkhrong Cement 
Company LTD. requested permission to begin production at 

0.8 million tons per year with an investment of 1.2 billion 
baht. The International Cement Company LTD., which is a 
joint Thai-Korean investment project, requested permission 
to begin production at 1.65 million tons per year with an 
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investment of 2.6 billion baht. The total increase in 
production will reach approximately 6.8 million tons and, 
if the projects can all be implemented simultaneously in 
1982, it will be possible to solve the problem of sho''tages. 
However, it appears that this hope is far from reality. 
This is because the three new companies have encountered 
problems concerning investment capital and the joint 
operations elements and this has greatly delayed the 
implementation of the projects. Also, it is well known 

that the expansion of production or the construction of 
new plants requires at least 3 years and when new producers 
encounter various problems such as these, it is very 
difficult to carry out things in order to be able to hit 
the targets. 


Recentiy, the Mabunkhrong Cement Company LTD. returned its 
investment promotion card because it coult not risk the 
investment. This resulted from the fact that the present 
situation is not favorable, with the result that production 
investments must be very high, and from the fact that the 
company was not sure that it could compete with the three 
Older companies. As for the International Cement Company LTD., 
there are rumors that it too may return its investment 
promotion card. Thus, the only remaining companies may be 
the two older producers (and the Thai Industrial Cement 
Company LTD.) that are hurriedly carrying on things in 
accord with the plans. The Thai Cement Cement will be able 
to begin partial operations at the beginning of 1980 and it 
is expected that the three producers will later be able to 
begin full production in accord with the program by the 

end of 1961. 


Even though the three producers will be able to begin 
production at the end of 1981, it is estimated that the 
amount of cement produced will not be enough to satisfy 

the needs at that time because initial production is usually 
a trial operation. Producing at full capacity is very 
difficult. We will, therefore, still need to import cement 
from abroad because if the average rate of increase in the 
amount used is 13 percent per year (the rate for 1978), the 
demand will increase from 6.01 million tons in 1979 to 

8.74 million tons in 1982. At the same time, production will 
increase from 5.12 million tons in 1979 to approximately 
8.53 million tons in 1982 and this means that Thailand will 
still face a shortage of cement during the period 1979 to 


1962, which is set forth in greater detail in the table [at 
the end]. 
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Summary and Proposals 


To overcome Thailand's present shortages of cement, the 
following things may have to be done: 


1. The use of cement must be limited only to those projects 
really necessary for the country. Construction on projects 
that are not in accord with the present economic situation, 


such as commercial buildings, tract houses and so on, should 
be halted. 


2. The government will have to increase its influence in 
cement production because investing in this industry requires 
a large amount of capital and takes several years before 
there is any return on the investment. If too little 
influence is exerted, the investors will not dare take the 
risk. The government should have data on production capital 
and the incomes of the companies in order to control 

prices in accord with the actual capital situation. 


3. The government should have measures to control the 
companies that have received investment promotion in 
carrying on production according to the targets that have 
been submitted to the government. Because, if companies do 
not carry out things in accord with the programs or if they 
return their promotion cards, as in the case of the 
Mabunkhrong Cement Company LTD., this causes the production 
plants, in which the government has calculated how much 
cement must be produced in order to satisfy the needs by 
1982, to be out of line with the stipulated targets. This 
also prolongs the cement shortages. Also, even though the 
government can open promotion bids again, it takes more time 
than having people come and submit various matters. Thus, 
the government must somehow implement measures in order to 
keep similar problems from occurring again. 


4. The government must quickly reduce the rate of inflation 
as much as possible because the present rate of inflation 
is causing increased speculation in the buying of houses 
and buildings. 
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Cement Production, Consumption and Import Estimates 


(1979-1982) 
(UnitsMillions of tons) 


production S12. 340785 BSS 


Consumption 6.06 6.85 7.74 8.74 
Imports 0,94 1.35 0.39 0.21 


The Thai Cement Company will expand production at Thung Song 
another 0.46 million tons per year beginning in April 1980 


and presumediy produce at 60 percent capacity during this 
year. 


The Thai Cement Company will expand production another 1.59 
million tons and presumedly production this year will reach 
60 percent of this amount. As for the plant at Thung Song, 
production will increase another 20 percent and the Nakhorn 
Luong Cement [Company] will increase production to 60 
percent of the requested 1.5 million tons. 


The Thung Song plant, which has asked permission to expand, 
will expand production the full amount of 0.46 million tons 
while another plant of the Thai Cement Company will increase 
production another 20 percent beginning in 1981. This year, 
the Nakhorn Luong Company will increase production another 
20 percent. As for the Thai Industrial Cement Company, 
presumedly it will also produce at 60 percent of the 

0.8 million ton capacity. 
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1979 OIL SITUATION REVIEWED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 52-53 
[Article by Narong Phetpraset: “The Oil Situation in 1979"] 


[Excerpts] The Thai economy is expanding and the need for oil is 
increasing each year. And duirng the time that Thailand 
cannot produce oil itself, imports will increase each year. 
Oil prices will increase and the value of oil imported into 
Thailand will grow each year. In 1978, Thailand imported 
11.372 billion liters with a value of 21.726 billion baht. 
During the first 8 months of 1979, that is from January to 
August, the amount of oil imported reached 8.465 billion 
liters and it is estimated that the figure will, by the 
end of the year, be not less than 12 billion liters at a 
value of not less than 35 billion baht. Concerning crude 
Oil, during the first 8 months, 7.109 billion liters were 
imported at a value of 14.899 billion baht. Another 

1.356 billion liters of fuel oil were imported at a value 
of 4.265 billion baht. The total value of [oil] imports 
in 1979 exceeded that of 1978 by approximately 70 percent. 


The Oil Situation in Thailand 


With regard to Thailand, considering the production structure 
and the oil trade, we can clearly see that things are under 
the influence of foreign companies that are all international 
companies dependent on the world oil trade monopolies -- 
Shell, Summit (Panama), Exxon, Texico and British Petroleum. 
These are the companies that supply crude oil to their 
affiliate companies in Thailand, including Esso, Summit and 
Shell. These foreign companies have taken control of the 
production mechanisms and of the oil trade and they have 
become strong enough to be able to force the government to 
accede to their desires. For example, the government has had 
to pay compensation to the companies and allow the companies 
to import oil from their parent companies. Oil that is 
under the control of Thailand is taken to Singapore to be 


refined. The government is able to handle very little 
as the above shows. 


When this is the case, it further aggrevates the oil 
situation in Thailand. 
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When OPEC raised prices the first time by 5 percent, the 
government announced an 1l percent increase in the price of 
oil. On 31 January 1979, when this increase took effect, the 
government announced that the reason that the price was 
being increased in excess of that of OPEC was so that when 
OPEC raised its prices again, another price increase here 
would not be necessary. However, on 13 July 1979, the 
government annovw ced that the price of all types of oil 
would be increased by 40 to 67 percent even though OPEC 

had increased its prices by only about 24 percent. 


The Effects of Raising Oil Prices 


When the government raised the oil prices, it told the 
people that “this increase in price is necessary for two 
reasons: one, in order to not effect theoil needs in 

the essential sectors of the nation and second, in order to 
create a fund for the nation for both the-security and 
well-being of our beloved Thailand....” 


But after oil prices had been increased, the price of other 
goods increased quickly. The security and well-being of 
the people immediately declined. 


First, when oil prices incice#sed, commodity capital increased 
greatly, especially in the transportation sector and, 
therefore, transportation costs increased. 


Second, when the goods that involve increased oil capial 
were distributed for sale, everyone had to buy the goods at 
the same price with no differentiation between the rich and 
the poor. In such a situation, the poor were hurt much more 
than the rich. 


Third, when oil increased in price, the electricity and water 
sectors used this as an excuse to ask for a price increase 
too. Even though they have encountered opposition that has 
temporarily prevented them from raising prices, almost 
certainly the government will find a way to raise these 
prices because price increases by fiat are very easy and 
convenient in contrast to plugging up the holes to guard 
against corruption,since doing so might very welll turn up 
evidence implicating the investigator himself. No Thai 
government would dare to actually do this. 


Since this is the case, the people are not likely to have 
much happiness. The “swect words" of the government are in 
fact opposite to the truth. 
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The oil price increases will exert pressure to increase 
commodity capital and this will give the capitalist 
businessmen a chance to use the “oil price increase" excuse 
to raise the price of goods as much as they want. In addition 
to causing the price of goods to increase, all these factors 
have caused the people's cost of living to exceed that of 
1978 by approximately 25 percent. In othe words, the 
Consumer Price Index has increased 25 percent since 1978. 


The government does not have the ability to stop the cost 
of living from rising. It cannot keep the price of goods 
from rising rapidly. The people with low incomes are 

thus in trouble. The laborers, employees and workers in the 
various Wisahakit organizations are thus forced to strike 
for cost of living and wage increases and this gives rise 
to strikes in the factories. 


There are three ways to handle the oil situation: 


First, concerning solving the problem of oil refineries and 
foreign companies, the government must not allow oil or 
energy matters to remain the hands of foreign campanies or 
allow these companies to have a monopoly. The existing 
refineries must be expanded or, if this is not possible, 
new, competitive refineries must be built in order to 
increase oil production. At present, the total production 
of therefineries is only 175,000 barrels per day while the 
demand is for 242,000 barrels per day. 


Second, concerning the use of alternative sources of energy, 
especially natural gas, it is thought that Thailand has 
huge amounts of gas bec: use in some places in the south, 

gas pockets have been found without having to invest capital 
in exploration. For example, gas pockets have keen found in 
the Tapi river in Surat Province and in Ranot district in 
Songkhia Province. The people can use gas in their homes. 
The problem is that the government must be bold and invest 
insuch ventures itself. It must not just wait and allow 
foreign companies to come in and invest but must instead 
rely oi: itself rather than on others all the time. 


Third, concerning the attempts to drill for oil and use it 
for ourselves, there are severai news reports from reporters 
close to the news sources that state that explorations have 
discovered oil in the south. People in the government know 
the truth but, for the benefit of foreign countries, they 
have not been allowed to speak. Thus, this news has not 
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been widely disclosed. This matter concerns benefits for 
the country and the people responsible should try to bring 
the truth into the open. But what has happened is that the 
Thais who work for foreign oil companies, whether Summit, 
Shell or Esso, have considered their own private interests 
and the interests of the foreign companies as more important 
than the interests of their country and, therefore, we have 
been unable to solve the oil problem. 


Oil Prices After 13 July 1979 


Type of Oil Price as of Price as of Increase Percent 
13 January 13 July increase 

Premium 

gasoline 5.60 7.84 2.24 40 

Regular 

gasoline 5.12 7.45 2.33 45.51 

Kerosene 3.06 4.20 2.06 32.25 

High-speed , 

diesel 3.03 4.88 1.85 61.06 

Low-speed 

diesel 2.93 4.71 1.78 60.75 

Heating oil 

600 1.86 3.04 1.18 63.44 

Heating oil 

1200 1.79 2.93 1.13 63.69 

Heating oil 

1500 1.77 2.90 1.13 63.84 


When the price of oil sold retail is compared with the price 
of oil from the refinery, it can be seen that the prices 

are very different. This shows that prices have been raised 
in order to make a profit and that the prices have also 
increased greatly because of the taxes on the oil. Refinery 


prices and retail prices are as follows: 
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Premium 
gasoline 


Regular 
gasoline 


Kerosene 


High-speed 
diesel 


Low-speed 
diesel 


Heating oil 
600 
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Refinery price 


3.75 


3.55 


3.56 


3 ~42 


3.37 


2.53 





Retail price 


7.84 


7.45 


4.20 


4.88 


4.71 


2.90 





Difference 


4.12 [sic] 


3.90 


0.64 


1.46 


1,34 


0.37 











1980 TEXTILE INDUSTRY TRENDS REPORTED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 54-56 


[Article by Major General Praman Ahdireksan: "The Textile Industry 
Situation in 1979 and Export Possibilities in 1980"] 


[Text] At present, the Thai textile industry has production 
capabilities using spindles that have already been installed. 
At present, the number of spindlcs used in production is 
1,260,800 and there are 56,000 looms. Thus, it is possible 
to produce approximately 1.85 billion square yards of cloth 
per year, which exceeds domestic demand by 40 percent. 


Besides this, there are many people in the textile industry 
who have received investment promotion and permission to 
make textiles but who have not yet started operations. 
Considered as production capacity that has received permission 
to start operations, the production capacity [ expansion ] 
figures in terms of spindles and looms are approximately 
250,000 more spindles and 3,000 more iooms. When this 
equipment has been installed, Thailand will have a total 
production capacity, in terms of spindles and looms, of 
approximately 1,510,000 spindles and more than 59,000 

looms and will be capable of producing 2 billion square 
yards of cloth per year. 


Looking at the production capacity and the demand for 
textiles, we see that the Thai textile industry will be 
secure only when it can sell to foreign countries the 
amounts in excess of domestic needs. How much of this excess 
can be sold abroad depends on the economic situation, 

market conditions and competition from foreigr producers. 


The Present (1979) Condition of the Textile Industry 


Because the economic situation began to improve greatly 
during the latter part of 1978 and because people's demand 
for textiles, which had declined because of the poor 
economic situation during the previous 3 to 4 years, began 
to increase and new clothing begain to be purchased, the 
demand for textile goods in the world markets increased 











greatly. This was accompanied by a drop in the value of the 
U.S. dollar and a change in the rate of exchange, which 
increased the value of European and Middle Eastern 
curriencies. This meant that the buying power of the people 
in these countries increased and, besides the increased 
buying power, the price of the goods declined. Consequently, 
foreign countries, especially European countries, placed 
orders for textile goods during the last 6 months of 1978 
and the first 6 months of 1979 for delivery during 1978 and 
the first half of 1979. The amounts ordered far exceeded 
expectations and it was impossible to accept all the orders. 
But this has awakened the textile industry in our country 
and forced it to once again expand production in order to 
satisfy the demands of world markets. The people in the 
textile industry, who had received investment promotion 
since 1973 but who had slowed down the installation of 
equipment because of the still unfavorable situation at that 
time, began to quickly install equipment and this has 
increased the production capacity of the textile industry. 
The number of spindles and looms has increased from 
1,108,522 and 53,500 respectively in 1978 to 1,260,800 
spindles and 56,000 looms in 1979, which is one reason why 
cloth production in 1979 has increased approximately 100 
million square yards. 


Based on export statistics for the first 9 months of 1979, 
it appears that 6.44 billicn baht worth of textiles were 
exported and sold abroad. #.en this is compared with 

the export statistics for tiie same period in 1978, which 
showed a value of 4.832 billion baht, we see that the 
textile industry situation in 1979 is much better. Also, 

it is expected that by the end of the year exports will 
increase further and that the value of exports will be 
between 8.2 and 8.5 billion baht in accord with the targets 
that have been set. 


Textile Industry Trends in 1980 


The announcement by the OPEC oil-producing nations of an 
increase in the price of crude oil at the beginning of 1979 
had a great effect on the economy. It caused the cost of 
living to increase rapidly, gave rise to inflation and 
caused interest rates on foreign loans to rise rapidly -- 
from approximately 10.5 percent at the beginning of the year 
to the present rate of 16.5 percent. Besides this, the price 
of materials made from petroleum by-products has increased 


greatly and this has affected all aspects of the textile 
industry as follows: 








1. When economic conditions are bad and the cost of living 
increases, people will start to economize and will spend 
money only for necessities. For example, in Europe, 

the cost of food and fuel, which were very expensive, 
especially fuel used for heating, increased 100 percent 
and this caused people to cut back spending on industrial 
goods, which were of less necessity, or to slow down their 
buying. 


2. When there is a tight money situation and interest rates 
are high, merchants who import goods will cut back their 
purchases in order to wait and see what the situation is 
like and they will reduce their inventories. They will not 
place new orders in order to reduce interest expenditures. 


3. The price of raw materials used to produce textiles has 
increased, especially for those raw materials produced 
from petroleum by-products, and this has caused production 
capital to increase. 


4. As for sales, there will be increased competition and 
this will cause the price of goods to decline and people in 
the business will have to take losses. 


Thus, I believe that the textile situation in 1980 will 
once again encounter difficulties similar to those 
encountered in 1974. 


As for the Thai textile industry, it is expected that the 
industry will almost certainly encounter difficulties 

in 1980. Because, export statistics for the past 10 months 
show that exports have declined. Exports declined from a 
high point of 44.3 million square yards in June 1979 to 
only 29.3 million square yards in October 1979. It is 
expected that the amount exported in 1980 will be far 
below this for the following reasons: 


1. It will not be possible to compete with foreign textile 
producers since the price of textiles on world markets has 
declined greatly. For example, the selling price of 
186-thread polyster cotton has declined from $0.60 per year 
in January 1979 to only $0.45 per year at present. However, 
the production capital of domestic textile goods has 
ancreased greatly in price. In particular, the price of the 
raw material polyester fiber, which is produced domestically 
for export has increased greatly, from 25.06 baht per 
kilogri to 34 baht per kilogram. When this price is 











compared to that for polyester fiber produced in the 

United States and Taiwan, where the price is approximately 
25 baht per kilogram, we see that for just this one raw 
material, our price is 9 baht per kilogram higher that that 
of foreign producers. 


2. Foreign export markets have been lost, in particularly 
the United States market, which was once one of Thailand's 
largest textile markets. Based on export statistics, Thailand 
exported 30 million square yards of textiles to the United 
States in 1978 but in the past 8 months of 1979, the amount 
exported has declined greatly; exports to the United States 
have not reached 10 million square yards. Also, it is 
expected that in 1980 exports to the United States will 
decline even more. This is a result of the devaluation of 
the dollar, which made goods produced in the country cheaper 
than imported goods. Also, because the goods produced in the 
United States were cheaper than imported goods, the United 
States changed from being an importer of textiles to an 
exporter cf textiles. At present, the United States is 
exporting large quantities of polyester cotton to and 
competing for sales in European countries because there 

are no quotas to limit quantities. This is one reason why 
the price of polyester cotton has fallen greatly on 

European markets. 


The same thing that has happened with *!e United States 

is about to happen with Japan. At present, we know that 
Japan is exporting large quantities of textiles produced 
domestically to markets in the Middle East because of the 
decline of the yen to approximately 237 yen to the dollar. 


3. Concerning foreign orders for goods in 1980, at present, 
very few orders have been received as compared with the 
end of 1978. 


Since textile industry exports in 1979 declined this much 
and since,asS was mentioned at the beginning of this article, 
the Thai textile industry will either be secure or insecure 
depending on the export situation, it is expected that in 
1980 there will be probably be quantities of goods left that 
cannot be exported abroad. This will cav*2 the textile 
industry to again experience difficulties like those 


encountered in 1974, difficulties that will be difficult to 
avoid, 
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DEVELOPMENT OF ENERGY SOURCES URGED 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 66-67 


[Article by Dr Topong Wachnasawat: "Natural Gas Results: Two More Years 
Needed") 


[Text] Since 1979, our country has been affected by various 

economic problems, especially the oil and natural gas 
problem. These are major problems and they have a serious 
effect on all aspects of the economy. We must discuss the 
various types of energy, and not just gas, that we must use 
and that concern the economy. 


As for the development of natural gas, since it was first 
discovered in the Gulf of Thailand by the Union 0il Company, 
not less than 1 trillion cubic feet have been discovered. 
During the first period, a natural gas pipeline from the 
Union 0il location to the Phranakhorntai Power Plant of the 
Electricity Production Works is being constructed in order 
to use nacural gas there instead of heating oil. Construction 
will be completed in September 1981. Even though natural 
gas is of too high a quality to be used to produce 
electricity, in order to have a basis in the trade war, it 
is necessary to do this. The only reason for speeding up 
construction on the natural gas pipeline and putting it into 
use on schedule or as soon as possible is to reduce the 
consumption of oil that must be purchased abroad as soon as 
possible. This is of the highest importance in the 
development of the country's fuel energy. Next, proven 
reserves of 2.8 trillion cubic feet have been discovered, 
combining that discovered by the Union Oil and Texas 
Pacific companies. (This amount is enough for 20 years 
using 370 million cubic feet per day). For the future, 

the proven reserves already discovered plus the amounts 
that are expected to be found will total 7.6 trillion cubic 
feet (enough for 20 years using 1.2 billion cubic feet per 
Gav). 


It is estimated that in 1985 the country’s natural gas 
requirements for the production of electricity and the 
development of other industries will be approximately 

650 million cubic feet per day (at 900 BTU/cubic foot). Thus, 
the companies that have been granted exploration rights 

have been urged to speed up things in order to find 
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4.7 trillion cubic feet of proven reserves so that there 
will be enough to satisfy the long-term requirements. This 
should be done in order to lighten the burden of having to 
purchase oil from foreign countries over the long term. 


Energy is anything that has great power potential for 
future development. It includes solar and wind energy and 
eneraqy from biogaseous sources. Exploration and research 
concerning these types of energy sources should be promoted 
and they should be popularized so that they become accepted 
widespreadly. This should be done especially in the rural 
areas where there is great wind energy and where there is 
animal dung and left-over materials used in agriculture 
that can be ©“omposted to make much gas for home use. As for 
solar energy, this is a vast source of energy. It is 
estimated that the amount of energy from the sun that hits 
the earth's surface is greater than the reserves of all 
exhaustable energy sources together. As for Thailand, it 
originally took advantage of the sun‘s energy in making 
Salt and in baking or drying of agricultural crops. 


At present, the use of [solar energy] has been developed 

in the production of hot water for homes, hospitals, hotels 
and restaruants at low prices. As for using it as a source 
of energy for heat in industrial plants that must use 

high temperatures or for producing electricity directly, 
which still consumes much capital, huge sums of money 

and technology must be used for research and development 

in order to reduce production capital so it compares with 
the price of crude oil and it is beyond the financial 
capabilities of the country to make such an investment. Thus, 
at this stage, we should follow the progress of the 
countries with highly developed economies i: jer to prepare 
for future development in the country. It w e possible 
tosolvethe oil problem in the long run beca.. , besides the 
fact that Thailand is located below the equator, it has areas 
that receive much sunlight. Also, sOlar energy is clean 
energy. It will be possible to solve both the pollution 
problem arising from production and the energy consumption 


problem, which are things that the entire world is 
worried about. 


Based on predictions about the country's consumption of 
energy, it is estimated that in 8 years (1987), consumption 
will have doubled, the yearly average rate of increase 
being 9.5 percent. The consumption of oil petroleum 
products will increase 8.76 percent but if natural gas 

is used as a substitute, the average rate of increase in 
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the consumption of oil petroleum products will be only 

5.93 percent. However, even though there will be natural 

gaS as a substitute for part of the oil, the consumption of 
petroleum oil products will increase from 12.79 billion 
liters in 1979 to 17.128 billion liters in 1980 at a time 
when the country’s present refining capacity is only 9.49 
billion liters. Thus, the three oil refineries in existence 
today must first be quickly expanded in order to satisfy 
future needs. After that, ways must be found to build new 
state refineries. However, at present there are domestic 
shortages of oil since domestic oil consumption needs reach 
37 million liters per day. Separated by type, the daily need 
is for 12.6 million liters of heating oil; 12.3 million 
liters of diesel oil and gas; 7.1 million liters of gasoline; 
and 3.1 million liters of othe types of oil. 


Since the maximum oil refining capacity in the country is 
29.6 million liters per day and the daily shortage of refined 
oil is apprceximately 7.4 million liters, oil must be 
purchased abroad. In particular, 0.95 million liters uf 

speed diesel oil must be purchased each day. However, 

because the various types of oil mentioned above are more 
expensive in neighboring countries than in Thailand, domestic 
oil companies do not want to import this oil unless they 
receive support from the government. Although the country 

has tried to speed up the development and beneficial use of 
othcs domestic energy sources mentioned above, such as water 
power, lignite, natural gas and various other types of 

energy materials, it has not been able to solve the basic 
problem of having to depend on foreign oil in the long term. 


The oil crisis that has arisen has made the government aware 
of the fact that the lives of the people in the country will 
get worse. But if we look at things from another angle, 

the crisis will have a beneficial effect, acting as a 
stimulus to promote progress in exploring the sources of 
energy already discovered in order to put them to more 
veneficial use. This includes seriously exploring the 
sources of new types of energy. For example, we must explore 
the places in the north were large reserves of economically 
valuable lignite have been found. In particular, in Mae Moh 
district in Lampang Province, electricity and various 

types of industrial products have been used as a substitute 
for Oil. The use of the water resources has been speeded up. 
The small-scale water ener -y [ sources] that have been 
discovered can be used to . conomic advantage. Most 
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important of all is the matter of speeding up the exploration 
of ‘he natural gas sources that have been found in the Gulf 
of Ihailand so that it will be possible to find economically 
wezchwhile amounts of reserves that can be used as a 
substitute for heating oil and in order to produce 
electricity during the period beginning in September 19681, 


Besides this, research on and development of the alternative 
sources of energy in the country is being promoted so they 
can be used to real advantage. For example, it is expected 
that solar energy, wind and energy from biogaseous substances, 
which have great potential for the development of the 
country, will be used widespreadly in the future since 

they are inexhaustable sources of energy. During the first 
stage, they will first be used on an experimental 

basis for use in the rural areas primarily. The Petroleum 
Organization of Thailand has been established to allow 

the government to play a role in the oil business. As for 
energy and fuel oil economization measures, the policy 

is for the people to cut back on consumption. This is being 
done in conjunction with encouraging businesses and 

and industries to improve their consumption efficiency 
without allowing this to affect production. 


At present, approximately 81.79 percent of the energy 
consumed in the country, compared with heating costs, comes 
from oil and gas produced abroad while only 18.4 percent 
comes fromdomestic sources of energy, includiny 4.01 percent 
from water used to generate electricity, 7.28 »ercent from 
lignite, 6.22 percent from refuse fiber of sugarcane, 0.28 
percent from wood, 0.13 percent from charcoal and 0.29 
percent from chaff. Starting in 1981, the consumption of 
oil products will begin to decline somewhat since the 
natural gas discovered in the Gulf of Thailand will begin 
to be used instead. The most important converted energy is 
electricity, consumption of which reaches 27 percent of 
total domestic energy consumption. 


The oil crisis that came about during the middle of the 
Third Development Plan has greatly affected energy 
investments in the Fourth Development Plan (1977-1981). 

That is, the cost of construction investments and of 
purchases of energy materials, especially for the devdopment 
of electricity, which usually requires the use of foreign 
loans, and the cost of heating oil, which is a basiic fuel 
used toproduce 70 percent of our electricity, have incrcased 
greatly. This has caused the need for capital to produce 











electricity and other things inevitably to increase. In the 
end, up to now the government has had to steadily increase 
the price of electricity instead of lowering electricity 
rates every year as was done before. This has caused 
problems with our balance of trade and our international 
balance of payments. 


From the energy development budget in the Fourth Development 
Plan it can be seen that investments total 79.144 billion 
baht or 31.35 percent of the National Economic and Social 
Development budget. This amount is 78.5 percent higher than 
the investments called for in the Third Development Plan. 
This is because the energy reserves discovered in Thailand 
are being used instead of importing oil. For example, there 
are investments to develop the natural gas sources in the 
Gulf of Thailani. There are investments to develop the 
lignite sources in Mae Moh and to develop varicus 
alternative sources of energy. Besides the factor of 
national development, another factor is that inflation 
resulting from the oil crisis has caused investment costs 
and the coSt of materials and equipment related to energy 
to increase greatly. 


Total domestic energy consumption is something that should 
be promoted so that there is much efficient use of energy 
for the development of other sectors. This should be done 
because energy is a basic factor for achieving prosperity 
and stimulating development in all sectors, which refers to 
the economic prosperity of the country. The problem is to 
know what types of energy the government should or should 
not promote and how it should be produced and consumed in 
order to achieve the greatest beneift possible from ali 
types of energy simultaneously. 


Because, promoting the use of one form of energy usually 
reduces the use of other types of energy. Before the price 
of one type of energy is changed, thought must also be 

given to the price of all the other types of fuel and to 

the size of the reserves and the amounts that can be provided 
for use. When these questions have been answered, the next 
step is to stipulate measures and methods for implementing 
things so that these measures yield quick results. For some 
measures, it if necessary to stipulate things in advance 

in accord withthe predictions concerning the energy situation 
or an energy crisis that may occur inthe future. For 
example, if another Arab-Israeli war breaks . ut, what will 


Thailand have to do in order to have enough oil during that 
period? 
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1980 ECONOMIC FORECAST FROUGHT WITH UNCERTAINTY 
Bangkok SIAM RAT SPECIAL ISSUE in Thai 1979 pp 68-69 
[Article by Warin Wonghanchao: “Economic Forecast: 1980") 


[Text] The 1979 economy under the leadership of Prime Minister, 


Minister of Finance and Minister of Agriculture [ Kriengsak] 
was a disaster and an international joke. 


If we compare the 1979 economy with the 1978 economy. 

during the first 6 months, we see that direct foreign 
investments in Thailand declined 96 percent and foreign loans 
to the private sector declined 58 percent. This comes from 
a report in the 14 December 1979 issue of FAR EASTERN 
ECONOMIC REVIEW. Concerning this problem of an inflow of 
foreign capital, looking at Bank of Thailand statistics on 
the balance of payments, we can clearly see that Thailand's 
balance of payments deficit during the first 6 months of the 
year reached 4 billion baht. This is in comparison to last 
year's deficit of 1.5 billion baht and the 400 million baht 
deficit of 2 years ago. 


It is estimated that this year's balance of payments 
deficit will reach 18 billion bath or at least last year's 
deficit of13 billion baht. Besides this, production growth 
in 1979 is very poor. The rate of growth of the GDP is only 
6 or 7 percent as compared with last year’s rate of 8.3 
percent. In 1979 we have experienced a high rate of 
inflation, the rate being at least 20 percent. With a high 
inflation rate and a low domestic product, something must 
agivel 


An interesting question is, since things were so bad in 
1979, is there any hope that things will improve the 1980? 
's there any way to turn things around? After studying the 
figures used in the forecasts, I feel that we do not yet 
have the right to be cheerful. This economic gloom will 
probably still be with us at least another year. If we have 
a capable administration to handle economic affairs, things 


may improve, but, as far as I can see, there is no chance 
of this. 




















Concerning agricultural production in 1979, there was a 
drought and, therefore, the rice that will be harvested in 
1980 will give lower yields. The yields of other crops such 
aS Sugarcane, pineapple and so on have fallen also. One 
good thing is that corn yields will probably not decline 
because the corn has not been greatly affected by the drought. 
In summery, in agriculture, production will show a lower 
rate. It is goodthat, based on studies of prices, the price 
of rice is good, the prices of other agricultural crops are 
fairly good andthereis even an upward trend. Because, 
Thailand was not the only country affected by drought 

and ocher agricultural countries were also affected. The 
value of our agricultural products in 1980 may, therefore, 
be higher than that of 1979. 


Concerning industry, the sudden decline in investments in 
1979 will probably affect things in 1980. Production will 
probably not grow very much. There was no major industrial 
investment program in 1979 and there will probably not be 
any in 1980. However, there will be growth in the building 
materials industry in 1980 but this is only one part of 
industry. We snould not be satisfied. The basic problem in 
industry is the problem of tight money. It is difficult to 
borrow money and interest rates on loans are high. Therefore, 
there 1S little investmentand industrial growth is low. 
Besides this, industry still faces an energy problem. 

Fuel oil is expensive and water and electricity costs have 
increased again. Industry, therefore, is confronting a 

mix of various problems. 


In other economic sectors such as commerce, service and so 
on, problems similar to those confronting industry are being 
encountered. Thus, we cannot say that these various economic 
sectors will have very satisfying rates of growth. 


To summarize, it should come as no surprise if someone 
predicts that the growth rate of Thailand's GDP declines to 
only 5.5 percent in 1980. The thing that will closely 
follow in the wake of this is serious unemployment. And 
another thing that will follow is crime and turmoil. 


It is very disturbing to realize that foreign oil prices 
have again increased approximately 30 percent. The government 
has tried to say that the cost of water and electricity 
will have to be increesed but that it is still uncertain 
whether transportation costs, such as train prices, will 
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increase too. If necessary, everything will have to increase 
in price. 3ut prices must increase and inflation must get 
worse because capital is high. If the government increases 
the domestic price of oil in accord with the rate of 
increase abroad, the Consumer Price Index will rise another 
8.2 percent. If the government increases the price of 
electricity 50 percent as it has proposed, the Consumer 
Price Index will rise another 3.3 percent. If the cost of 
water increases 166.67 percent, the Consumer Price Index 
will rise another 2.2 percent. Adding together only these 
three items, the Consumer Price Index will rise another 
13.3 percent. If the normal Consumer Price Index in 1980 

is considered to be 13 percent, inflation as represented by 
the Consumer Price Index will probably be not less than 

25 percent. When there is inflation, there will not be much 
increase in savings and it will be more difficult to mobilize 
Capital for investments. At the same time, interest rates 
on foreign capital are high and it will probably be 
difiticult to have an inflow of capital into Thailand. 
Therefore, it will probably be difficult for production 

and income to grow. 


Regardless of whether the oil price increases werea major 
influence in causing inflation or whether they were the 
thing that has caused us to have problems with our balance 
of payments, it is estimated that in 1979, Thailand will 
have to use 33 billion baht to buy oil and that in 1980 
this figure will rise to 43 billion baht. This will cause 

a 47 billion baht deficit in Thailand's balance of trade. No 
matter how things are arranged by adjustments for the 

price of gold in our international reserves, after adjusting 
for the rate of exchange, our international reserves 

will probably decline in 1980 if there is no increase in 
the inflow of loans into the country. 


Concerning loans, it is not known whether in 1980 the 
government will be able to borrow money as easily as in 

the past. A secret report of the World Bank states that by 
the middle of 1980, Thailand's debt-service ratio will 
exceed 23 percent. Normally, the highest that this ratio is 
allowed to reach is 20 percent. On 4 December 1979, members 
of the International Monetary Fund (IMF) returned to 
Washington in order to prepare a 12 billion baht standby 
credit arrangement for Thailand to use if it encounters 
balance of payments problems in the next 2 years. This means 
that the IMF will control Thailand's international financial 
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affairs at least until 1982, as has been the case in other 
countries. We will have to see whether things are as good 

as in the past. Several people are probably praying that the 
foreign refugee aid money that will flow into the country 

in 1980 will help lighten the burden somewhat. We will have 
to wait and see. 


The problems concerning the balance of trade, the balance 

of payments, inflation and the decline in the rate of growth 
of production will probably cause the value of the baht to 
decline in 1980 and there may be a change in the foreign 
currency exchange rate. 


The 1980 economic predictions discussed above are very 
depressing and make us fearful about making any further 
predictions. Really, I would like to find something good to 
say about the 1980 economy but I have not been able to find 
anything good. And so, I will have to stop on this unhappy 
note. 


But we should not lose hope. In 1980, every individual 
must personally economize in a serious way in order to 
avoid the effects of inflation as much as possible. All 
sectors, private and public alike, must be sincere and 
work together in order to solve the serious economic 
problems and improve conditions. Otherwise, there will 
certainly be more nervous breakdowns. 
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